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MONDAY, FEBRUARY 11, 1952 


Hovst or RepreseNTATIVES, 
SUBCOMMITTEE ON HousING Or THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Ne wark, N.d. 

The subcommittee met at 10 a. m., the Hon. Albert Rains, chairman 
of the subcommittee, presiding. 

Present: Messrs. Rains (presiding), Addonizio, Dollinger, Gamble, 
Cole, and Widnall. 

Mr. Rains. The committee will be in order. 

As many of you know, this is a special subcommittee of the Banking 
and Currency Committee of the House of Representatives, charged 
by the Congress with looking into the financing of defective and shoddy 
housing construction Government financed. 

The members of the committee; seated on my left is Congressman 
Gamble of New York; over here is Congressman Widnall of New 
Jersey. Of course, you know your home town Congressman Mr. 
Addonizio; and, on my right, is Congressman Cole of Kansas. We 
are delighted to be here in the home city of our colleague. He serves 
with us on the Banking and Currency Committee. I want to compli- 
ment him, and I am sure the other members of the committee Join me, 
for the fine work he has been doing. 

We have many witnesses here today, as you realize, and we must 
keep the witnesses on track. In other words, we can’t take the time 
of the committee, with the thousands of complaints Nation-wide in 
the short time that we have to do this job, on irrelevant matters. 
Neither can we settle lawsuits which have already been started. For 
that reason we want to hear testimony directly on the point of the 
resolution, and after we have heard two or three witnesses, on a speci- 
fic project, it will not be possible for us to continue cumulative testi- 
mony on that particular project. 

I would like to say this also: Anyone who has a written statement, 
after you have completed your oral statement you can incorporate it 
into the record, which will become a part of the record of the com- 
mittee when we present our recommendations to the Congress. 

The first witness will be Mr. Joseph F. O’Hern, manager of the 
Veterans’ Administration regional office, Newark, N. J. Mr. O’Hern, 
you may proceed. You have a written statement that you want to 
give us first of all? 
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STATEMENT OF JOSEPH F. 0'HERN, MANAGER, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, NEWARK, N. J. 


Mr. O’Hern. You have that copy, Mr. Chairman. 

Mr. Rains. Do you cover in general the activities of the agency in 
this written statement ? 

Mr. O’Hern. Yes, I do. 

Mr. Rains. For background, I think we will let you read your 
statement. 

Mr. O’Hern. Mr. Chairman and members of the subcommittee, [ am 
the manager of the Veterans’ Administration regional office in the 
State of New Jersey. In this position I am responsible for the fair 
and impartial administration of Federal laws relating to veterans’ 
affairs. I am responsible for the conduct of all the programs in the 
regional area comprising the State of New Jersey, including the medi- 
cal program, the adjudication of claims for compensation and pen- 
sion, the vocational rehabilitation and education program, and the 
loan guaranty program. 

We are immediately concerned with the loan guaranty program 
as it relates to home construction in New Jersey. I, for one, welcome 
your committee’s inquiry into the construction of homes in this State. 
You have my pledge of support and cooperation. This applies equally 
as well to each member of my staff. Such assistance as you desire 
will be made readily available. 

[ have become increasingly concerned with the rising number of 
construction complaints in housing developments throughout our 
State. Our office has expended considerable time and effort atte mpt- 
ing to satisfy the complaints of individual veterans. Often we have 
taken action beyond the scope of our authority. Every complaint 
received has been given attention. I have personally investigated 
many complaints and have taken aggressive corrective action to bring 
satisfaction to veterans. I have made it my business to visit many 
developments in the State, to discuss conditions there with our staff 
and fee personnel; to meet with veterans’ groups living in these devel- 
opments. I have attended meetings and have had conferences with 
home builders as well as with representatives of financing agencies, 
in order that I would be familiar with the activities of my own staff 
as well as the problems of all part ies concerned. 

First of all, let me outline the extent of the VA loan guaranty pro- 


gram in New Jersey. At the end of December 1946, 17,363 home 
loans had been approved totaling $105,915,000. As of the present 
date, this has increased to 122,316 home loans approved to a tot al of 


$874,245,000, representing the fourth highest of all Veterans’ Admin 
istration regional offices throughout the entire country. It would be 
well to emphasize that the great percentage of the above-mentioned 
122,000 veterans in the State of New Jersey are satisfied home pur 
chasers, made possible only through the benefit of governmental a 

sistance. You can readily see the tremendous expansion which has 
taken place over the last 6 years in our loan guaranty program. Most 
of this e xpansion occurred in the calendar years 1950 and 1951. In- 
volved in this far-reaching program were the Veterans’ Administra- 
tion, the Federal Housing Authority, local governmental authorities, 
builders, lendine institutions, real-estate operators, and individual 


veterans. 
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The part played by the individual veteran in the loan guaranty 
program is entirely different that in any other program which we ad- 
minister. In our medical, adjudication, and vocational rehabilitation 
and education programs, the veteran’s first contact is with the Veter- 
ans’ Administration. In these programs we assist him in the develop- 
ment of his claim, guiding and advising him regarding the benefit he 
istoreceive. Our loan guaranty program is somewhat different. Here 
the veteran decides of his own free will—and on his own neo ergn 
to purchase a home. Each veteran’s free choice and selection of 
home is limited only by his ability to properly provide for the etsy 
mortgage payments and for other necessary maintenance. Generaly, 
the Veterans’ Administration has no knowledge that a veteran is con- 
templating the purchase of a specific home. The veteran oftentimes 
makes a down payment and in many cases completes signing the 
necessary contractual agreement without any knowledge of his action 
on the part of the Veterans’ Administration. In a great many cases 
the veteran enters into a contract without any legal advice. He often 
enters into mortgage loan arrangements with little or no indoctrina- 
tion regarding the important financ ial responsibility he is assuming. 
From our experience many veterans have made hasty decisions which 
they later regretted. Many have contracted for a home without suffi- 
cient planning; without sufficient knowledge of what to expect for 
their housing dollar; and without any real knowledge of home owner- 
ship. 

Our office has been aware during this period that the veteran, oper- 
ating on his own, would be open to risks of a serious nature and we 
have done everything possible to get words of advice to veterans on 
this subject. In this respect, we have worked hard to reach prospec- 
tive veteran home purchasers through the mediwn of press, over the 
radio, and television, and in various meetings with the people most 
likely to consider their problems. These meetings have been with 
service organizations, building associations, with savings and banking 
groups and real-estate associations. Last year we also made arrange- 
ments to have each veteran requesting a certificate of eligibility re- 
ceive a copy of VA Pamphlet 4-5, which I am submitting to you as 
exhibit A. This is a message addressed to home-buying veterans. 

Our office has been in active consultation with representatives of the 
New Jersey Home Builders Association regarding some arrangement 
whereby veterans’ construction complaint in all cases be first brought 
to the attention of the builder rather than the VA. I know that the 
builders now realize that this is a matter of public relations and good 
business on their part. 

There has always been need for the various parties involved in this 
program to agree on some line of responsibility: that is, at what point 
does the builder’s responsibility for construction end and the home- 
owner’s responsibilities for maintenance and upkeep begin. We have 
been working with the builders on this question for over a year and 
because it is a matter that in the past has only been carefully defined 


in connection with custom-built homes where a specifie building con- 


tract was involved, it has remained open insofar as development con- 
struction and a mere form of sales contract is coneerned. 

Following many conferences with the builders on this subject, an 
arrangement which we believe is fair to all parties involved has finally 
been agreed upon and is now ready for use. The builder’s sales con- 
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tract will be supplemented by an agreement outlining the construc 
tion and maintenance responsibility. A copy of this proposed agree- 
ment, marked exhibit B is attached. In addition to the builder and 
veteran-purchaser agreeing to this responsibility, our office at the 
time a certificate of reasonable value is issued in the name of the 
veteran-purchaser, will write to that veteran and further outline his 
responsibili ty as well as those of the builder and the VA. A sample 
copy of this letter to the veteran, marked exhibit C, is also attached. 
This arrangement has now been approved by re presente itive builders 
throughout the State of New Jersey, and should be in effect by March 1. 
The initial contract between veterans and real-estate operators, 
lenders and builders isa pure ‘ly voluntary arrangement without super- 

vision on the part of the Veterans’ Ac Iministration. These groups 
must assume individual responsibility for dealing fairly with each 
veteran. Generally speaking, the building, lending, and real-estate 
eroups in New Jersey have cooperated with the Veterans’ Administra- 
tion in seeking to satisfy complaints registered by veterans occupying 
new homes. In the few cases where we have not received cooperation 
we have taken aggressive action to force such cooperation. At times, 
I have personally ordered restrictions placed on builders when they 
failed to correct veterans’ complaints to our satisfaction. 

Mr. Coir. Will you repeat the last sentence you just said? 

Mr. O’Hern. I have personally ordered restrictions placed on 
builders. 

Mr. Cotr. What type of restraints have you placed on builders? 

Mr. O’Hern. Well, where the builders are beginning on develop- 
ments beyond the particular development where we were receiving 
the complai ints, we have posed restrictions to preclude the Veterans’ 
Administration from giving any further commitments on new devel 
opments until such time as they have corrected the adjustments on the 
previous development. 

Mr. Corr. And you have done that on more than one oceasion ? 

Mr. O’Hern. Yes; we have. 

Mr. Core. How often, in your judgment, have you done that in the 
last year? 

Mr. O’Hern. I am going to ask Mr. Brown, out technical man, to 
answer that. 

Mr. Brown. Attached to exhibit D is a complaint summary, and 
in this summary, which is comprised of three paragraphs, there is 
listed the number of occasions we have had to put restrictions into 
effect. 

Mr. Ratns. That is attached to exhibit D? 

Mr. Brown. It is the first page on exhibit D. 

Mr. Rarns. Mr. Reporter, I should tell you that these exhibits are 
not to be incorporated in the record, but to be attached to the record. 

(The exhibits referred to are incorporated in the files of the com- 
mittee. ) 

Mr. Gametr. There isn’t any D on this statement we have here. J 
ee A, Band C. 

Mr. O’Hern. I have not arrived at D as yet. 

Mr. Gampstir. It is not incorporated in here. 

Mr. Rarns. I would like to know, in response to Congressman Cole’s 
question, the names of the builders you have put restraints on 
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and also the names of the subdivisions or projects, so that we will 
have it in the record, when and where and who they were. 

Mr. Corn. Have any of the builders been restricted to such an ex- 
tent that they are not permitted now to obtain guaranteed loans under 
the VA? 

Mr. Brown. This restriction which is referred to is a letter ad- 
dressed to the builder, restricting the VA’s activities in relation to 
the processing of further paper work related to and connected with 
other building which he may be engaged in. That is generally a 
delaying action. It does not deny him or take away from him any 
privileges that he has had in the past, but as a result of that restric- 
tion in activity, we have been able to obtain very good results on the 
corrective work in the particular development where construction 
complaints have come from. 

Mr. Core. That does not quite answer the question I had in mind. 
My question was, has there been any builder or any number of build- 
ers who have been denied entirely the right to have their construction 
guaranteed under VA loans? 

Mr. Brown. Denied entirely; no, sir. 

Mr. Coir. Not entirely / 

Mr. Brown. No, sir. We must consider that our action in one de- 
velopment may not violate or hurt another veteran who is in need 
of a home in an entirely different development. 

Mr. Apponiz1o. Do you have the authority to curtail that builder 
to that extent / 

Mr. Brown. I believe so; yes, sir. 

Mr. Cour. That is all I have right now. 

Mr. Rains. You don’t have the authority to restrain in any other 
way, under the law, than to refuse to approve that builder for new 
projects that he may apply to build. Isnt that what you mean / 

Mr. Brown. I do not have the authority to restrain him from build- 
ing new projects; no, sir, but on the basis of his past performance, 
I do have authority to penalize the quality of the construction he has 
delivered. In other words, in establishing a figure of reasonable 
value, which I will touch on in my statement, I take into consideration 
the builder’s past performance record with the VA. 

Mr. Gamsue. If the performance is not good and he does not make 
good, you can refuse to guarantee the loan, can’t you / 

Mr. Brown. If the property does not comply with our minimum- 
construction requirements, I can’t guarantee the loan. It is not 
eligible. 

Mr. Gameie. Can’t you refuse to guarantee anyway if he has not 
performed up-to-date with you or come clean / 

Mr. Brown. By that question, sir, do you mean can I refuse him 
a schedule of reasonable value in relation to a new project which he 
has in mind? 

Mr. Coir. Yes. 

Mr. Brown. I would have to justify my refusal. Under some con- 
ditions, I think I could. 

Mr. Cote. Could you justify your refusal based upon the fact that 
the builder had theretofore failed to construct his project according 
to plans and specifications ? 
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Mr. Brown. Yes, sir. In effect what I would do would be to fur- 
nish him with a figure of reasonable value which would preclude his 
undertaking the new construction. 

Mr. Rains. Please identify yourself for the record. 

Mr. Brown. I am sorry, Mr. Chairman and members of the com- 
mittee. I am Chester L. Brown, the loan guaranty officer of the Vet 
erans’ Administration. 

Mr. Rats. All right, Mr. Brown. 

Mr. Wipnatt. What is to prevent this builder from reincorporat 
ing and then coming in and getting his loans guaranteed / 

Mr. Brown. I have included some remarks on that in my prepared 
statement. 

Mr. Wipnaty. Do you have a check on that / 

Mr. Brown. Yes, sir; we do. 

Mr. Wipnau. I would like to ask this question at this time: I have 
heard it said that you have, as a policy, refused to accept group com- 
plaints on developments but have instructed each veteran to act 
separately; is that so? 

Mr. Brown. We have suggested that policy in order to obtain the 
best results for the veteran involved. 

Mr. Wipnatt. Well, the veteran involved seems to feel that the 
best results come from getting together with some other veterans 
because he has not had much attention when acting separately. 

Mr. Brown. There has been a lot of thought on that subject, and I 
have also included that in some part of my statement. 

Mr. Wipnay. Has that been an announced policy ? 

Mr. Brown. We have tried to encourage veterans to file their in- 
dividual construction complaints with us as individuals rather than 
as a group, yes, sir. We have not refused to accept, however, any 
group complaints. 

Mr. O’Hern. Generally these group complaints come to us in the 
form of a figure. They are general insofar as defects are concerned. 
In order to ascertain the nature and extent of each complaint, we 
require the veteran to submit a list, over his own signature, so that we 
then can move in with some corrective action. 

Mr. Wiwnatt. In the VA Manual, M4-8, chapter 1, paragraph 1, 
there is this statement: 

It is the duty of the loan guaranty officer and the agents under his direction 
to safeguard at all times the quality of the review given all documents involved 
in a loan before taking‘action in the name of the Administrator to bind the 
United States Government. The obligation of the loan guaranty officer is first 
to the Government, second to the veteran, and last to the lender with whom 
the veteran has elected to deal, 

Were all the employees of the Veterans Administration in inspec- 
tion work underneath the loan guaranty officer instructed that that 
was the policy of the VA ? 

Mr. Brown. Yes, sir. 

Mr. Wipnaty. A statement is attributed to you, Mr. Brown, as 
speaking to a builder’s organization back on March 13, I believe, of 
iast year, in which you asked the builders to send personal and confi- 
dential letters to you naming trouble makers amongst purchasers, and 
you are said to have stated, “I will see they are taken care of.” Is 
that so? 

Mr. Brown. Not in its entirety, Mr. Congressman. 
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Mr. Apponizt1o. What do you mean by that ¢ 

Mr. Brown. I offered that suggestion at a builder’s meeting in an 
honest endeavor to receive—it had been indicated to me initially by 
builders that there were occasions when some one individual within a 
development of homes was agitating his particular problem to the 
extent that a condition of ill feeling was developing between the 
home owners and the builders. I volunteered, in a confidential way- 
and I intended it as such—that if I were informed of those cases. 1 
would do my very best personally to try to take care of the matter and 
adjust it in a nice way. That is what I intended the builders to 
understand. 

Mr. Wipnatu. Is there anything in the Veterans’ Administration 
set-up that places any responsibility on your shoulders for dealing 
with the builde r? 

Mr. Brown. I have to deal with builders directly in many ways. 

Mr. Wipna.y. Acting for the builder? 

Mr. Brown. No, sir; not acting for the builder. I think, in the 
proper performance of my duties, if there is any situation in the fieud 
where | can be of service to the program and also to the veteran, J 
should handle that within my discretion as best I can. 

Mr. Wipnaty. Well, the VA Manual clearly states that the obliga- 
tion of the loan-guaranty officer is first to the Government, second to 
the veteran, and third to the lender. I don’t find the builder or the 
contractor in that set-up at all. 

Mr. Brown. I don’t feel obligated to any builder in the State and 
I have not obligated myself to any builder in the State. 

Mr. Apponiz1o. I would like to say that I do not see why Mr. Brown 
should not be allowed to talk to these builders, and certainly, if they 
are having difficulty with the veteran, to try to iron it out. 

Mr. Rains. As a matter of fact, I think you should talk to them 
because that is what our trouble is all about: the failure on the part 
of the builders to live up in so many instances to the specification and 
so forth. Are there any questions, Mr. Widnall ? 

Mr. Wipnaty. Not at the moment. 

Mr. Ratns. You may proceed, Mr. O’Hern. 

Mr. O’Hern. Local governmental authorities have .a great responsi- 
bility in the housing program. The work of local planning boards 
and effective local inspections to require compliance with local ordi- 
nances have a great deal to do with adequate housing. During the last 
6 years heavy demands have been placed on many municipalities. 
Some communities have been handicapped in the handling of their 
growth because experienced officials qualified to handle the job of 
community planning were not always available. During the course 
of this hearing, discussion will arise having to do with poor area 
drainage and resulting wet basements and ‘Improperly functioning 
septic tanks. I believe you will find that good municipal planning 
and control would have prevented many of these ¢ ‘onditions. We have 
also observed situations where the municipalities’ engineer also served 
as the builder’s engineer. This arrangement of dual capacity in some 
instances may have been of necessity, but in our opinion it may not 
always be a desirable arrangement. 

The Veterans’ Administration, as a Federal agency, cannot and 
has no desire to interfere in the activities of local governmental 
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groups. We can and have required the builder or lender to submit 
evidence to us that local planning boards or other responsible munici- 
pal officials have approved the development area including septic 
tank installations. I believe further discussion of this point during 
the hearing will be beneficial to all concerned. 

In connection with new construction it should be understood that 
there are two types of compliance inspections involved. Inspections 
made by staff representatives of the Federal Housing Administration 
and inspections made by inspectors approved by the VA who are en- 
gaged to do the work on a fee basis. 

Mr. R AINS. Does the K HA do Inspection in every instance of VA 
loans? 

Mr. O’Hern. No. 

Mr. Ratns. When do they do the inspection, the FHA inspectors ¢ 

Mr. O’Hern. That is covered, Mr. Chairman, but if you would like 
to have a statement, I will ask Mr. Brown. 

Mr. Rarns. Not now. I want you to proceed, but I do want you 
to point out the fact and we want to find out the fact as to what 
type of inspection has been going on in this area and who has been 
doing that inspection and who is responsible for the inspection that 
has been done. We want to know that specifically as we go along. 

Mr. O’'Hern. We have that all covered. 

Mr. Rains. All right. 

Mr. O’Hern. Authority for us to accept FHA inspections was 
eranted because, in many instances, builders and lenders need FHA 
inspections in connection with the sale of properties to purchasers 
other than veterans. They have no way of knowing at the start of a 
project just what type of buyer they will sell it; therefore, to avoid 
duplication of inspection services by two Government agenc ies, FHA 
Inspe ction re ports are pe ‘rmitted to be used as satisfactor y ev idence of 
property completion prior to the issuance of our guaranty commit- 
ment. Under certain financing arrangements there are other instances 
where the construction is to be entire ly inspected by VA fee inspec- 
tors. I emphasize this point because when veterans’ construction com- 
plaints arise, the veterans involved and many others, charge the VA 
with full responsibility whereas actually, we should be held to ac 
count for complaints in only those cases where we were in a position 
to directly supervise the inspection activities. Unfortunately, it has 
also been our experience that FHA policy does not sutlic iently pro- 
vide for their requiring the builder to return to the job and supply 
further corrective action in connection with alleged construction 
deficiencies. 

In certain cases where construction was inspected by the Camden 
office of the FHA we have been advised that because the mortgage 
on the property in question had not been insured by them, they felt 
they had no jurisdiction over the builder, and in those cases where con- 
struction de ficlencies ap ypeared ereeenes to the ir final inspection 
they believed that any adjustment of suc ‘th defeets should be obtained 

without any interjection of their office. 

In cases of new construction inspected by the Newark Office of 
the F H A, we receive more extensive cooperation, and we understand 
that they refer all construction complaints back to the builder but 
iwain, their policy does not appear to encourage the positive and im- 
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mediate corrective results demanded by the requirements of the GI 
loan program. 

In other words, in many cases where complaints have developed in 
FHA-inspected projects, the VA has been charged with full respon- 
sibility. In the further handling of these cases we always attempted 
to work through the FHA office involved, but when satisfactory 
results were not obtained from that source, we were obliged to assume 
the further responsibility of working directly with the builder 

Now let me review briefly where the Veterans’ Administration spe- 
cifically comes into the picture: The Veterans’ Administration on 
the basis of a detailed review of the plans and specifications sub- 
mitted, establishes a reasonable value for the home. It may be 
well to state here that we believe an adequate job has been done in 
this respect. I base this belief on the fact that, even in developments 
where we have had numerous compaints from veterans, we have 
found where the veteran chose to resell his home, very often he was 
able to do so at a price in excess of what he paid for it. 

The certificate of reasonable value is issued on a conditional basis 
that final construction will comply with the plans and specifications. 
If inspections during construction are to be made by the Veterans’ 

Administration, rather than the Federal Housing Authority, a fee- 
compliance inspector designated for the particular assignment by the 
Veterans’ Administration inspects the home three times during its 
construction. He checks to see if the plans and specifications are being 
adhered to, and if the Veterans’ eiaiaieteelion minimum construe- 
tion standards are being set. The minimum construction regulations 
specified by the Federal Housing Authority are used by the Veterans’ 
Administration. 

Fee-compliance inspectors are not VA employees. They are engi- 
neers, builders, architects, and appraisers who have submitted a résumé 
of their experience and qualifications to perform this type of work 
which becomes a part of their livelihood. They are usually success- 
ful local businessmen engaged in an occupation closely related to 
real estate and the building industry. 

Mr. Wipnaty. Who is it that actually makes the selection of the 
inspectors ¢ 

Mr. O’Hern. We have a panel on that, Congressman. 

Mr. Brown. The application form, upon its submission, is reviewed 
by our crief appraiser, the assistant loan guaranty officer and the Chief 
of our Property Management Division. They in turn, make a recom- 
mendation to the loan guaranty officer, myself, and upon their recom- 
mendation and upon my own knowledge of that particular individual, 
if any, I approve or disapprove. 

Mr. Wipnatt. May we have the names in the record of the men fill 
ing those positions, and, also, I would like to have their background of 
experience and qualification for the jobs that they hold. 

Mr. Brown. Yes, sir. I will furnish that material to the committee. 

Mr. Rarns. Are all these inspectors members of the American 
Institute of Real Estate Appraisers ? 

Mr. Brown. Not all of them, sir. 

Mr. Rains. Do they all have a background and knowledge of real 
estate and how to appraise it and so forth ? 

Mr. Brown. The appraisers do. There is one category of ap 
praisers, Mr. Chairman, and the other category is inspectors. | Now, 
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to qualify for an inspector, you must have qualifications and 
background—— : 

Mr. Rarns. Of a builder. 

Mr. Brown. Over and beyond that that might be needed to appraise 
property. 

Mr. Rains. In response to Mr. Widnall’s request, we wish you 
would put a list of all the appraisers that you have, their background, 
a list of the inspectors and their background, for the purpose of the 
record, 

Mr. Brown. Yes, sir. 

Mr. Rarns. Let me ask one other question. It is our understand- 
ing from Mr. King, the head of the VA loan guaranty in Washington, 
that in a great many sections you have discarded the panel inspector 
system and now use some of the VA salaried employees inspectors in 
thisarea;isthat right. Ordo you still use inspectors of a local panel ¢ 

Mr. Brown. In this area we use staff inspectors to check upon the 
field work of fee inspectors. 

Mr. Rats. How long have you been in the loan-guaranty business, 
a long while? 

Mr. Brown. Since the beginning of the program. 

Mr. Ratns. Isn't it true that a great deal of the trouble we have been 
experiencing in inspection, in VA Housing, has been brought about 
hy the fact that we have used the fee system of appraisal instead of 
using the salaried employee of the VA Administration as that m- 
spector ¢ 

Mr. Brown. I will cover that in my prepared statement. 

Mr. Rains. All right. Pardon us for interrupting. Any other 
questions, Mr. Widnall ? 

Mr. Wipnati. No. 

Mr. Rains. Go ahead. 

Mr. O’Hern. Compliance inspectors are appointed by the Veterans’ 
\dministration after a careful review of their qualifications. ‘They 
receive a standard fee for their work; in developments they are paid 
by the builder. Our experience insofar as inspectors are concerned 
has been generally satisfactory. In some specific instances where the 
nspection work was not considered adequate, the inspector was re- 
moved from our approved list. 

The Veterans’ Administration has felt that the system of designating 
qualified fee compliance inspectors from the local community produces 
more effective quality and a higher degree of results than if this work 
was performed by salaried personnel. 

Mr. Rarns. Will you please repeat that statement. 

Mr. O’Hern. The Veterans Administration has felt that the sys- 
tem of designating qualified fee compliance inspectors from the local 
community produces more effective quality and a higher degree of re- 
ults than if this work was performed by salaried personnel. 

Mr. Rarns. Is that your personal opinion about it, too? 

Mr. O’Hern. Yes. 

Mr. Apponiz1o. What do you base that on / 

Mr. O’Hern. The best answer I can give you to that is our ex- 
perience. If I may be permitted to read the rest of this paragraph, 
if will clarify it. 





‘X- 
yh, 





HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 107 


In our system we get just as much integrity, and we believe we ob- 
tain a higher level of competency. The present salary range of our 
appraisal staff technicians is from $4,200 to $7,000 and their qualifi- 
cations are not as extensive as a successful specialist having a much 
higher earning capacity. We retain the benefit of the salaried sys- 
tem at our review level, and under a fee arrangement we find we can 
handle changes in our volume of activity in a much better fashion 
than we might under a salaried system. 

Mr. Rarns. You talk about these local fee inspectors. Isn’t it al- 
together likely that there is more contact and favoritism between the 
local fee inspector, who knows the builder, who is a friend of his, than 
there would be by some disinterested governmental employee charged 
with that job ¢ 

Mr. O’Hern. Well, Mr. Chairman, we found that that is likely to 
happen with any relations, whether salaried or a fee appraiser man. 
The human element is there. If a man wants to be dishonest, he is 
going to be dishonest regardless of what category he is serving. 

Mr. Rains. Here is the point which confronts us. About 75 per- 
cent of the complaints that we receive across the Nation with refer- 
ence to shoddy and defective construction—which in the long run 
is the result of poor inspection— comes from the VA guarantied 
loan. Those of us in the Congress who are charged with writ- 
ing these laws have felt that maybe we have failed in that we had 
not put sufficient safeguards around the inspection. Some of us— 
myself certainly—were under the feeling that one of the causes had 
been the fee system of inspection. 1 am almost sure that Mr. King 
in Washington last week at the hearing, in an indirect way, recom- 
mended that we get rid of the fee system of inspectors and that we 
go to the other type. Now I hear you say that vou believe that is the 
best system. 

Mr. Brown. Mr. Chairman, may I suggest that Mr. Mason, a rep- 
resentative of our central office, happens to be here today, and I am 
sure that he would be best informed. 

Mr. Ratns. We know Mr. Mason. I am glad to see him here. 

Mr. Brown. I think he can give you a good answer. 

Mr. Rarns. We wanted your opinion. 

Mr. O’Hern. Well, one of the most illustrative factors there, Mr. 
Chairman, is the income. Without discrediting the salary grades, it 
has been very, very difficult here in New Jersey to get—we regard 
good competent men as appraisers and inspectors—for the salary we 
have available. 

Mr. Rains. [ agree with you on that completely. You may go ahead 
with your statement. 

Mr. O’Hern. Since 1945 we have learned much about builders, 
lenders, and home buying veterans which have brought about changes 
in our requirements and changes in our regulations and local pro- 
cedures. A better understanding by all parties has brought ulti- 
mately greater satisfaction on the part of the home-buying veteran. 

At the conclusion of my remarks I would like to present to your 
committee a summary of the complaint situation in housing develop- 
ments throughout the State over the past 8 months (exhibit D). In 
this summary we have identified those developments on which we 
have received complaints and have provided basic information for 
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you. Most of the builders in the State have been cooperative in clear- 
ing up complaint situations called to their attention by our office. 

Mr. Rains. In that exhibit D in which you list those complaints 
from various projects, is there one from Madison Hill? Do you 
recognize that asa project ¢ 

Mr. O’Hern. We do have that included. 

Mr. Rains. And do you have the Glen Ewing? 

Mr. O’Hern. No. 

Mr. Rarns. Do you have the Colonia Park Estates / 

Mr. Brown. We have a project here Colonial Boulevard, Tehama 
Street, Villa Place, and Murray Street, Rahway, in Union County. 

Mr. Rains. Do you have Sunnytield Homes? I am trying to iden- 
tify these various witnesses who are going to testify later, to see if 
you have the project listed among those that have complaints. 

Mr. Brown. Have you the location of that development, please / 

Mr. Apponizio. Sunnyfield Homes is in Linden, N. J. 

Mr. Brown. We don’t have a record with us. 

Mr. Rarns. Do you have Norwood Homes / 

Mr. Brown. Yes, sir: Rona Manor. 

Mr. Rains. Then we have Parkway Village in Ewing Township, 
Trenton, N. J. 

Mr. Brown. I have nothing under Parkway Village. 

Mr. Rarns. Do you have Lincoln Village, Nixon, N. J. ? 

Mr. Brown. We have that included in our analysis of Nixon Park. 

Mr. Rarns. Mr. Clerk, during the noon hour, give to Mr. Brown 
and to Mr. O’Hern a list of these various projects we have listed 
here for investigation, and those that are not included in exhibit D, 
would you cheek up and see for us if you can find out what action 
has been taken in your office or what action has been taken on any of 
these others ? 

Mr. Brown. Yes, sir. 

Mr. Ratns. In order to save time for tomorrow—because I realize 
this is quite a job—you might check over the list of witnesses we have 
tomorrow with reference to the complaints in various homes in Hack- 
ensack and getting a summary report on what you have done, if any- 
thing, with reference to those particular ones. We can give you a list 
of the witnesses. If you do that, it will save time for tomorrow. 

Mr. Brown. Very well. 

Mr. Ratns. Go ahead, Mr. O’Hern. 

Mr. O’Hern. In some cases, of course, it has been necessary for us 
to place restrictions on our activities in connection with other con- 
struction work individual builders might be handling, in order to 
obtain their complete cooperation. You will note that regardless of 
whether the Veterans’ Administration or the Federal Housing Au- 
thority was responsible for the inspection, our office has taken steps 
io obtain corrective action from the builder, or in some cases from the 
municipality, in order to bring about a satisfactory condition. Mr. 
Chester L. Brown, the loan guaranty officer on my staff, will discuss 
this summary in further detail. 

In these initial comments I have tried to outline briefly the areas 
of responsibility which contribute to the development of housing in 
our State. Our philosophy of giying every possible assistance to the 
veterans, within the law, holds true for the loan guaranty program 
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as well as all other programs. In addition to the veteran looking to 
us in loan guaranty matters there is our contact with all others en- 
gaged in the program—the builders, the lending institutions, and the 
realtors; there are the fee appraiser and construction inspectors, the 
Federal Eousing Authority and the many other local county, State, 
and Federal agencies and service organizations. 

Because of this varied type of outside contact, the human element 
and personal equation play a most important and prominent part im 
the strength or weakness of the effective administration of the pro- 
gram, and therefore, our public relations are of the utmost importance. 

I say this because there have been times when a lack of Knowledge 
concerning our policy, procedure, and endeavors has handicapped us 
and made it extremely difficult for us to attain the results we were 
striving for. 

I also emphasize this because of the talk about “standards of moral 
itv’ among Government employees. All of our employees, includ- 
ing myself, are Federal civil-service employees. We have not had in 
any of our VA programs in New Jersey, including the loan guaranty 
program, any disclosure of “unethical practices” by our employees. 
We have had from time to time veiled allegations, unsupported by 
facts. 

In every case I have investigated these allegations and determined 
that they could not be supported. I have publicly before service or- 


ganizations, on the radio, and on television, invited anyone who had any 


facts indicating any unethical practices in our loan guaranty pro- 
gram to come forward with them. They have not done so. We 
make no claim to having been infallible in New Jersey in our admin 
istration of the law rel: ating to loan guaranty matters—we do claim 
we have been honest, sincere, and fair to all parties concerned. 

Mr. Apponizio. Do you have any specific remarks you would like 
to make to correct this situation ¢ 

Mr. O'Hern. Well, Congressman Addonizio, one of the difficulties— 
it is a matter of conscience. It is a matter, as I have brought out, 
which is peculiar to the loan guaranty program. That is this: How 
far are we supposed to go to giving service to the veteran in this 
program ¢ 

This program is unlike the others. The veteran generally comes 
to the Veterans’ Administration for any difficulty whatsoever he finds 
himself in. Many of these things perhaps we have no legal right to 
do. This has been brought out before in the discussions here. How 
far can we go under the law? We think, however, we have a moral 
responsibility. Now, how that can be corrected by law is a matter, I 
think, that you gentlemen—— 

Mr. Gampte. It is hard to correct morals by law. 

Mr. O’Hern. That is right. We have had a grand reputation here 
in New Jersey. The veterans, I think generally, have been very well 
satisfied with all programs. We have received favorable comment, 
which has been unsolicited, from the press, and the compliments we 
have received has always reflected the type of administration that 
we have exercised. This has been a very difficult program because 
there have been so many groups and elements as part of the program. 

Mr. Apponizio. I have one other question. J think you made the 
statement that the veteran goes out on his own and decides to buy 
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this house and decides where it will be and so forth before he comes 
to the Veterans’ Administration. 

Mr. O’Hern. ‘That is right. 

Mr. Apponizio. Would you recommend that he first be forced to 
come to the Veterans’ Administration / 

Mr. O'Hern. Again, it is all a matter of thinking of Congress, I 
think this matter could be better organized, if there is some system 
in this program comparable to the other programs. 

On the other hand, it would not be possible to afford this type 
of service in this program with our present personnel. It would 
require expansion, considerable expansion, 

Mr. Rarns. How many employees do you have in the regional office ? 

Mr. O’Hern. We have approximately 1,100; that is, State-wide. 

Mr. Gampie. That includes the State of New Jersey, sir? 

Mr. O’Hern. That is right. 

Mr. Rarns. All of those are civil-service employees / 

Mr. O’Hern. Yes, sir. 

Mr. Rains. Any other questions, gentlemen / 

Mr. Wipnatt. Do you have any means of checking whether or not 
there is any relationship between the lender and the builder? 

Mr. O'Hern. What do you mean by that? 

Mr. Wipnati. By that I mean whether or not a contractor and 
builder is also an officer of the lending institution, or his family par- 
ticipates in the lending institution, whether they are actually the 
same entity. 

Mr. O'Hern. Anything we have in that regard, I think we have 
just come upon it. I think there have been a few instances where we 
have recognized some personal relationship. 

Mr. Wipnauyi. In making your loan guaranties, how far do you go 
into the background of the lending agency 4 

Mr. O'Hern. We don’t explore that at all. 

Mr. Wipnatt. You have nothing to do with that in your own 
office # 

Mr. O’Hern. We don’t have any authority to do that. At the out- 
set. there is no particular reason for it. 

Mr. Wipnaty. There are a lot of mortgage brokers who handle 
these transactions. Does your regional office have anything to do with 
the clearance of those mortgage loans with the mortgage brokers ? 

Mr. O’Hern. No; it does not. 

Mr. Wipnati. Does that responsibility rest in Washington ? 

Mr. Brown. May I offer a suggestion here ? 

Mr. Rams. All right. 

Mr. Brown. Under our program there are two types of lenders: A 
supervised lender, being a type of lender that is subject to periodic 
inspections by Federal and State authorities, and then a nonsuper- 
vised lender that is not subject to those inspections. We have never 
heen authorized to approve or disapprove of the lender who might 
be making a VA loan. Asa matter of fact, as a nonsupervised lender, 
even an individual might make a VA loan and have it subject to 
guaranty by the Veterans’ Administration. 

There is a provision in the act, however, where, under certain 
circumstances—and they must be serious—we may recommend to the 
central office particular action that might be taken against a particular 
lender. 
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Mr. Wwnaut. That is what I am trying to get at. Who has the 
authority to make that recommendation 4 

Mr. Brown. We have the authority to make the recommendation, 
but the final word rests with Washington. 

Mr. Wipnati. Who would make the recommendation from here 
if it were to be made? 

Mr. Brown. I would, through the office of Mr. O’Hern. 

Mr. Wipnat. In connection with the withholding of money in 
escrow after a closing, what is the procedure to release those escrow 
moneys ¢ 

Mr. Brown. We must receive a certification from the inspector 
assigned to inspect the work that the work has been completed. When 
that completion statement is received, we then authorize the holder 
of the escrow to release the funds. 

Mr. Wipnatx. Is that inspector the original inspector on the job 4 

Mr. Brown. Not always; no, sir. Escrows, if they involve what we 
term exterior off-site improvements, it might very well be a man better 
qualified to handle that type of work, such as the installation of streets 
and drainage matters and so forth. 

Mr. Wipnat. But the purchaser himself never receives any notifi- 
cation of the release of escrow moneys ? 

Mr. Brown. No; not unless he inquired. 

Mr. Gameie. What is your percentage of defaults here? Does that 
show in one of your exhibits? 

Mr. Brown. It doesn’t show, but I believe I have the information 
with me. 

Mr. Gambier. T am just wondering on the over-all picture. 

Mr. Brown. Could I answer your question in this way? We have 
paid net claims omour guaranteed loans amounting to a little less than 
$500,000, and that amount is six one-hundredths of 1 percent. 

Mr. Ratns. What was that? 

Mr. Brown. We have paid net claims—— 

Mr. Ratns. Of $500,000. 

Mr. Brown. Of about $500,000, and that amount is six one-hun 
dredths of 1 percent of the total amount of loans, guaranteed loans, 
outstanding. It isa real nice record to mention. 

Mr. Dottincer. May I pursue that / 

Mr. Rarns. Yes. 

Mr. Doturncer. The escrows you speak about are deposits for the 
purpose of protecting the veteran; is that not sof In the event he 
has any claim, he can come to you and get reimbursement. 

Mr. Brown. Primarily the escrow is established to insure comple- 
tion of the particular work that is involved. 

Mr. Dotiincer. And in accordance with the plans and specifications 
filed ? 

Mr. Brown. Well, escrows usually involve exterior offset or ex- 
terior on-site work. 

Mr. Dotuincer. What I am driving at is this: The veteran comes 
to your institution for a loan. He says he is interested in this par- 
ticular piece of property. He makes a contract with the builder, and 
he is assured in that contract that certain things will be given to him, 
the building will be put up according to his plans and specifications. 

Mr. O’Hern testified before that you don’t use the inspectors in your 
own office, but you get outside specialized and qualified inspectors 
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for obvious reasons. They know more about it, and they are sub- 
stantial people. These inspectors that you speak of finally make an 
inspection of the property: and. after all the inspections are made, 

upon their recommendation and upon the statement that they file, the 
veteran is told that the building is in accordance with plans and speci 

fications, the moneys in escrow are released, and then along comes the 
veteran 6 months later and says: This building was not put up accord- 

Ing to plans and specifi ‘ations. I got stuck. for these reasons. 

What can you do for him ¢ 

Mr. Brown. I am covering that in my statement, Mr. Congressman. 

Mr. DeLiincer. What remedy has the veteran had up until now if 
the builder defaulted, if the builder was a faker and was not available. 
He was out of luck. wasn’t he / 

Mr. Brown. If he did not have his contract record he had legally, 
I would say that he is in a very unfortunate position. 

Mr. Doturncer. These inspectors were the ones who were directly 
responsible because their inspection was made and they assured the 
veteran that the building was according to plans and specifications, 
and these specialists and inspectors that you hired or put on the list 
were people who in your opinion were qualified and who had a repu- 
tation to uphold, and they were substantial business people. Is any 
provision made or was any provision made for these people to be 
directly responsible to the veteran because they made the recommenda- 
tion for the loan to go through ¢ 

Mr. Brown. They are not directly responsible to the veteran, as I 
understand it. 

Mr. Dotuincer. You think, don’t you, that some provision should 
be made either by your agent or by Congress to make these outside 
specialists, upon whose recommendations those loans are approved— 
to make them completely responsible to the veteran as one of the guar- 
antors that the building is put up according to plans and specifications 
to protect the veteran ¢ 

Mr. Brown. You mean responsible individually ¢ 

Mr. Dotirncer. Yes. You are taking them outside of the agency, 
and you say they have unusual qualifications to approve and that the 
people in your agency can’t do that. 

Mr. Brown. I don't believe I am qualified to answer that question. 

Mr. Ratns. The truth is, you won’t get any inspectors to take the 
job if they had to guarantee it. 

Mr. Douurncer. Lf the »y don’t, and there may be truth in that, then 
I think that hese builders who put up houses should be accountable 
to the Veterans’ Administration and the Government. They should 
be bonded. 

Mr. Rarns. Now you have something. In other words, wouldn't it 
be better, instead of doing what Mr. Dollinger said, to require a con- 
struction warranty from the builder because the builder is supposed to 
know what he puts in it as well as anyone else? What would you 
think of that? 

Mr. Brown. As I understand it, in connection with Government 
construction, Government contracts, some similar type of warranty 
or bond is required. 

Mr. Rarns. Any further questions? 

Mr. Coir. How many employees do you have in your State work 
set-up ? 
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Mr. Brown. In the loan guaranty ¢ 

Mr. Cour. Yes. 

Mr. Brown. One hundred and seventeen. 

Mr. Corr. How many have purchased or constructed houses in the 
last 2 or 3 years ¢ 

Mr. Brown. I don’t know offhand. 

Mr. Corr. How many of them have had loans guaranteed by the 
Veterans’ Administration ? 

Mr. Brown. I will have to furnish that information. 

Mr. Corr. What is the procedure whereby your employees receive 
guaranteed loans? Is there any different procedure by which an 
employee receives the guaranty than another borrower or lender‘ 

Mr. O’Hern. No; there is not. I can say, just from hearsay, that 
there have been many veterans throughout our organizations who 
have indicated from time to time that they have purchased homes 
under the GI bill. 

Mr. Core. In your organization / 

Mr. O’Hern. That is right. 

Mr. Corr. There hasn’t been any effort to make a different proced- 
ure applicable to those people / 

Mr. O’Hern. No; there has not. 
have so many witnesses, to ask you to summarize your statement, sub- 
ject to examination by the members of the committee, and then offer 
it for the record. 

Mr. Wipnatyn. Mr. Brown, in connection with complaints that have 
been brought to your attention where a development is in process and 
where they have been fairly serious complaints, do you still continue 
to issue certificates on the balance of the development ? 

Mr. Brown. Certificates of reasonable value? There are two 
papers involved, certificates of reasonable value and final inspection 
reports. Depending on the situation, we have cases where we just stop 
completely. Then we will have a case in that same development where 
a veteran is in urgent need of a home and we check and double check 
the completion of his property and we have permitted him to take 
title and take occupancy. But, generally speaking, we do hold as care- 
ful a control of new processing actions as we believe proper. 

Mr. Wipnatyu. I would like to have you submit to the committee « 
summary in connection with the development at Lyndhurst. The 
statement has been made that in the Gibb Development Co. matter in 
Lyndhurst the balance of the development was released and nothing 
was done to correct certain situations down there. 

Mr. Brown. We have a complete analysis of that development. It 
will be included. 

Mr. O’Hern. May TI inject something right here in that Gibb De- 
velopment? Through the American Legion there were cases of two 
veterans presented to my personal attention. I had both of these 
investigated from the standpoint of ascertaining what the defects 
were and what difficulty our office had found itself in. It was con- 
cluded it was a matter which lay wholly with the builder. I in- 
structed the builder to come to mv office, which he did within a period 
of 24hours. I discussed the matter with the builder and found in two 
of the cases that they were items minor in nature, and the builder 
agreed and did accomplish corrections within, I will say offhand, the 
next 48 hours. 
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I asked the builder to come a second time. I reminded him that 
the matters were minor, that they should not have resulted in any dif 
ficulties, and his statement was that these two veterans annoyed him, 
which brings out again a relationship there between the veteran and 
the builder in which the builder becomes quite alarmed, perhaps 
through a volume of inquiries reflecting on his development. 

Now that builder, when he was in first, I told him that in view of 
the fact that he had another development going we would impose 
restrictions immediately until such times as these were corrected. 
Those were corrected immediately. That is the only instance where 
[ have come in contact with the Gibb Development. 

Mr. Wipnauw. Has it been brought to vour attention at any time 
any connection between some of these inspectors and the placement of 
surance on the development ¢ 

Mr. O'Hern. I think that it was brought to my attention on one 
occasion. 

Mr. Wipnatt. Do you believe that that practice should be per- 
mitted 4 

Mr. O'Hern. I do not. 

Mr. Wipnati. Have you discharged many of your inspectors be- 
cause you have found that their work was faulty ? 

Mr. O'Hern. Well, it is not a matter of discharge. We removed 
them from our list. 

Mr. Gamsir. For reemployment, in other words? 

Mr. O'Heryn. That is right. 

Mr. Wipnatu. To what extent has that been necessary ¢ 

Mr. O°Hern. I will perhaps say several instances. We perhaps 
can furnish that information. I want to say here that that has not 
always met with good graces of many interested parties concerned. 
Hlowever, we have been firm. 

Mr. Wipnaty. Will you furnish the committee with a summary of 
your activities along that line / 

Mr. O’HerN. Yes, sir. 

(The exhibits referred to and information requested are incor- 
porated in the files of the committee. ) 

Mr. Ratys. Thank you, Mr. O’'Hern. We are going to let you sum 
up your statement briefly because we have to move along, Mr. Brown. 


STATEMENT OF CHESTER L. BROWN, LOAN GUARANTY OFFICER, 
VETERANS’ ADMINISTRATION 


Mr. Brown. I will try to do it in this manner. I will let it go by 
my general remarks. I will discuss the summary of the pending com 
plaint situations at the present time. It won’t take too long. 

[I am the loan-guaranty officer of the Veterans’ Administration 
regional office, State of New Jersey, under the direct administrative 
supervision of the regional manager and the technical supervision of 
the Director of Loan Guaranty Service. I am responsible for the 
proper administration of the loan-guaranty program in this area. 

I will now discuss our summary of construction complaints as 
shown in exhibit D, attached to Mr. O’Hern’s statement. It shows 
that presently there are 57 development construction complaint situa- 
tions with corrective action pending at various stages of progress. 
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These 57 developments represent but 3.7 percent of the 1,517 develop 
ments we have handled since Febru: seine 1948. 

I am skipping some material and getting into the further analysis. 
Tt is now evident that the risks in this venture—and, by venture, I in- 
tend to refer to new development construction—were primarily water 
and, next underprepared and ill-equipped local municipalities. Sub 
ject to calculation, the water risk had to be taken. 

I am afraid I will have to introduce one further paragraph. Th 
State of New Jersey is not large in area. It has hills and lakes and 
it is northwest in part. It has the Delaware River on the west. 
fringed with marshy meadowland south of Trenton, and it has the 
Atlantic Ocean and salt marshes along the eastern seaboard. It is 
an old State, with its best land already improved. 

For the past several years, it has been asked to absorb a considerable 
amount of new construction, much of it taking place in the plams 
area, Which runs from Bergen and Passaic Counties on the north to 
Middlesex and Monmouth Counties in the Raritan River area. New 
industries have been locating and old industries have been decentral 
ized to this area, and this area and the area in and around Mercer and 
Camden Counties in the south, and the demand for new homes for this 
reason had to be satisfied. ‘There was no alternative. 

It is now evident that the risks in this venture were primarily water, 
and next, unprepared and ill-equipped local municipalities. Subject 
to calculation, the water risk had to be taken. The approval of local] 
municipal officials was apparently based on the bast planning and en- 
gineering advice they had available. 

It has also been our experience that a complaint situation caused 
by a water condition, because it generally cannot be promptly cor 
rected, encourages the filing of many complaints relating to alleged 
structural deficiencies. We do have difficulty in correcting unsatis 
factory water conditions, but we have had reasonably good success 
in obtaining correction of structural items. 

It is also a fact that following final inspections we have received 
justifiable structural complaints which, had they not been corrected, 
would have resulted in substandard housing. 

Now. as to the further causes for these complaints. 

(a) One cause in my opinion goes back to Economy Housing Pro 
gram for 1949. We encouraged builders to produce low-cost housing 
and the resulting quality of labor and material was in line with the 
price ranges which followed. Another mistake under this program 
was our approval of “rough” grading. This economy led directly 
to water complaints. 

(6) We did not have the technical staffing to handle our outside 
supervisory operations and check on the quality of the work being 
performed by our fee inspectors (see exhibit G). “Appraisal Assign 
ment Workload Factor versus Appraisal Technicians on Duty.” 

(c) We did not have and still do not have a land planning divi 
sion with an engineering staff to review water factors and other 
drainage problems. 

(7) The builder’s sales representatives, selling on the basis of the 
model home, have apparently made verbal misstatements and mis 
representations in the handling of the sales of properties. 

(e) Inexperienced individuals acting as principals in building cor 
porations, and then subletting construction work, with no means or 








116 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


— to keep themselves properly informed as to quality and appli- 
‘ation of materials and labor being supplied by the subcontractors. 
Mr. Ras. That is one of the chief causes. You don’t have any 

right under the law to require evidence of the experience of the builder 

to show that he can do at — that he says he can do. 

Mr. Brown. No, sir; we don’t. I will cover that to a little greater 
extent. 

Mr. Wipnati. May I interrupt you a moment? In breaking down 
the failures or the defective construction developments into categories, 
do you take into account whether the contractor subcontracted this 
work or whether he actually handled it himself / 

Mr. Brown. We don’t know, unless we went out on the job and 
asked. 

Mr. Wipnatu. It would be rather interesting to know. 

Mr. Brown. It would be a tremendous job to undertake. We could 
send a questionnaire out to all builders, if that would interest the 
committee. 

Mr. Rains. You may proceed, Mr. Brown. 

Mr. Brown. (f) A continued shortage of skilled help and uncer- 
tainty regarding building material supplies. 

(g) A lack of builder indoctrination and training by manufactur- 
ers covering the proper use and application of new materials. 

(h) A lack of home-owner indoctrination and training by the lend- 
ing institution covering financial responsibilities. 

(7) A lack of home owner indoctrination and training by the 
builder covering proper operation of heating equipment septic tank 
and explanation regarding upkeep and maintenance. 

(7) A lack of equity in the home-purchase investment and in some 
cases a resultant lack of price in home ownership. 

(4) Builders permitting veterans to occupy homes prior to com- 
pletion and prior to their taking title. 

(7) Inadequate inspections by VA fee inspectors 

(m) Inadequate inspections by FHA staff inspectors. 

(7) Deviations in plans and specifications and approval of alternate 
materials by FHA with inspection by FHA and without a report to or 
approval by VA. 

Mr. Rains. I don’t understand that. What would be the reason 
for that / 

Mr. Brown. It might have mostly to do, sir, with an alternate ma- 
terial to be used, and the builder, because he was having his project 
inspected by the FHA, would go to the FHA and say, “will you ap- 
prove this alternate material?” The FHA, for good reasons, would 
sav, “Yes, we will approve.” 

Mr. Rains. What would be the reason if it were inadequate? 

Mr. Brown. I don’t say it is adequate. There have been cases where, 
upon receipt of complaints, we found that this action had taken 
place. There have been instances, for example, where, in addition to 
a final FHA inspection, we have felt it necessary to require a final VA 
Inspection. Now, that might be where we have received construction 
complaints on homes and there are still some homes to be completed 
and under FHA inspection. We jump in and say, “We want a VA 
final as an extra.” 

Mr. Rains. Go ahead. 
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Mr. Brown. (0) False impression by veterans and others that the 
VA guarantees the construction, as well as part of the mortgage loan. 

(p) Failure of veterans to report construction complaints to the 
builder prior to reporting them to the VA. 

(vy) Organizing by veterans to force action on ee ana thereby 
creating ill-feeling and resistance on the part of the builder 

(r) Ini adequate planning by local municip: al officials and the munie- 
ipalities engineer also serving in capacity of the builder’s engineer. 

Mr. Rarns. How many instances do you have of that in this State, 
where the city engineer also serves the engineer for the builder of 
the projects ? 

Mr. Brown. A number of instances. 

Mr. Rains. A number? 

Mr. Brown. Yes, sir. 

Mr. Rarns. Is he a paid city employee, or is he just on fee in those 
instances ¢ 

Mr. Brown. I think the average municipality, vou will find, per- 
haps cannot afford to have an engineer on a full-time basis. As they 
need engineering services, I think they will hire on a fee basis, per 
haps. Iam not too well informed on the exact municipal problem, 

Mr. Ratns. Anyone can see that is a situation susceptible to trouble. 

Mr. Brown. Now, as to what has been done by the VA to correct 
these causes. 

(a2) On September 4, 1951. we made effective our New Jersey loan 
guaranty issue No. 115, subject, Require - nts Relating to Requests 
for Appraisals on Five Units or More of Proposed Construction in 
New Jersey (see exhibit H). 

I will not go into the details of these requirements at this time. A 
study of the exhibit, however, will, I believe, clearly indicate their 
intent and I can report that our former procedure has been strength- 
ened considerably. 

This loan guaranty issue No. 115 was the result of a very careful re 
view of our complaint situation which started toward the end of the 
vear 1950. 

(6) The VA cannot and has no intent or desire to interfere in local 
municipal actions. We are, however, presently inspecting proposed 
development areas in advance of assigning a request for an appraisal 
to an appraisal committee. However, we have only one staff appraisal 
technician eligible to handle this type of work, and therefore it is 
necessary to engage additional engineering services on a fee basis 
at the Government expense. 

This faction has resulted in a higher degree of initial protective 
land planning, and there is also the possibility that in some cases our 
recommendations to local municipal authorities might preclude some 
construction. 

(c) The builder’s architect, as well as our appraisal committee. 
certifies that the construction, as represented by the plans and specifi 
cations, upon proper completion, will equal or exceed our minimum 
construction standards, 

(7) Noassignment to an appraisal committee is made uritil the ma- 
terial now required is complete in every detail. 

(e) We presently have construction technicians available to check 
on the quality of the inspection work being performed by our fee 
inspectors and work-rating schedules are being established. 
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(f) Our past experience with individual builders is carefully 
checked each time new applications are received and performance 
ratings are being established. 

(7) Periodic meetings on a scheduled basis are being held with both 
appraisers and inspectors and also builders. 

(i) The names of fee inspectors whose work was unsatisfactory have 
been removed from our approved roster. ‘Two cases where improper 
certifications may be involved are in the hands of our Legal Division 
for investigation. 

(4) A supplemental agreement relative to construction and main- 
tenance responsibilities will be entered into by the builder-seller and 
the veteran-purchaser. 

(7) The veteran-purchaser will also receive a letter from the VA 
further explaining such responsibilities and outlining a procedure of 
builder contact for the veteran to follow. 

(4°) Participation in the VA program by builders who have been 
lincooperative has been restricted. 

In addition, we have the following recommendations: 

(«) There is need for modernization of most local building codes 
and if possible a uniform State building code for adoption at local 
levels. 

(6) There is need for enactment of local and State laws clearly 
defining responsibility for standards of safety, sanitation and health. 

(c) There is need for the establishing of local high-water-table 
levels which should not be violated. 

(d) We feel builders should be licensed by the State as are realtors, 
irchitects, and engineers. We should then require that the principal 

ockholder of a building corporation be a licensed builder. 

(e) In all cases where construction has been inspected by the FHA 
we feel there should be recourse against the builder for all justifiable 
corrective work. We also feel the FHA should be held responsible 
for the prompt and proper completion of such corrective work in all 
cases where they handled inspections. 

(f) There is need for higher salary grades for our staff appraisers 
and construction technicians if we are to maintain the degree of work 
quality indicated by the responsibilities of their positions. 

In the short space of time available I have tried to present to you 
a factual summary of the veterans’ construction complaint situation 
as it exists in New Jersey. I hope you will appreciate that this always 
has been and will probably always be a time-tested operation. Certain 

calculated risks will from time to time have to be taken and there will 
always be the element of human error in the picture. 

In closing, I wish to state that I have never been involved in any 
bribery, collusion, or other similar improper arrangement with any 
builder, inspector, appraiser, realtor, lender, veteran, or anyone else 
connected with the loan guaranty program. 

Mr. Rains. That is a very good statement. Are there any ques- 
tions, gentlemen / 

Mr. Wipnauu. You both made good statements. 

Mr. Dornincer. These recommendations you speak of now, were 
they ever advanced by your agency in the past for legislative action ¢ 

Mr. Brown. I didn’t get the last part of the question. 

Mr. Dotiincer. These things that vou speak of, were they ever ad- 
vanced for legislative action / 
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Mr. Brown. No, sir; Iam frank to confess that it probably takes a 
hearing like this to bring them out. 

Mr. Coir. Your statement indicated that complaints have been de- 
creasing in number. You don’t say so, but I gather that implication, 
that complaints have been decreasing in number. 

Mr. Brown. You may accept that as true. Let me just briefly state 
that asa result of about an eight month analysis, and going back to the 
beginning of 1949, I believe it was; we came up with 118 development 
situations within the State out of a total of 1,517 where complaint 
situations has existed at one time or another. 

I think we were very liberal in our treatment of this thing. If 
there isa development of 50 homes and we started to receive complaints 
from one or two homes, we assume, that that entire development had 
a complaint situation, so we are handling the complaint problem on a 
development basis rather than on an individual basis. Then, of the 
118 during the past 8 months, we have been able to correct 61 of those 
situations, which now leaves us with 57 developments, or about 5.7 
percent of the total figure of 1,517. On those action is pending at 
various stages of correction, 

(The complete prepared statement of Chester L. Brown is as 
follows:) 


STATEMENT OF CHESTER L. Brown, LOAN GUARANTY OFFICER OF THE VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, NEWARK, N. J., BEFORE THE SUBCOMMITTE! 
ON HOUSING OF THE HOUSE COMMITTEE ON BANKING 


Mr. Chairman and members of the subcommittee, I am the loan guaranty 
officer of the Veterans’ Administration regional office in the State of New Jersey. 
Under the direct administrative supervision of the regional manager and the 
technical supervision of the director, loan guaranty service, I am responsible 
for the proper administration of the loan guaranty program in this regional area. 

I propose to explain the appraisal and inspection policies and procedures as 
they have been used in this area and then analyze the construction complaint 
situation. 

[ first want to mention cases involving existing construction. In these cases 
our designated fee appraiser inspects the property as it stands whether it be 
new and previously unoecupied or old and previously occupied. He values the 
property based on the visible condition of the premises at the time of his 
appraisal. He also indicates whatever repairs are necessary to provide proper 
safety and habitable living conditions. The Veterans’ Administration, providing 
regulatory requirements are complied with, guarantees the veteran’s loan but 
it in no way guarantees that the veteran will be satisfied with the condition of the 
property he is purchasing. If, at a date subsequent to the passing of title, the 
veteran feels the contract he entered into was not properly complied with, we 
suggest to him that he obtain legal advice of his own choosing as to the proper 
and appropriate steps he might be privileged to take in order to further protect 
his interests. 

Now, from this point on, my remarks will be confined to our operations relat 
ing to cases where we determine values for five or more units of proposed con 
struction, also our system of preconstruction appraisals which are followed by 
periodic compliance inspections as construction progresses, 

In this analysis I will also only cover the period 1949 to date as facts will 
later show that this is the period we are particularly concerned with. Activi 
ties prior to 1949 will only be touched on in a general way. Also, in discussing 
this type of construction I will refer to it as development construction, Prac 
tically all of the complaints refer to this type of case and I will first describe 
our appraisal procedure leading up to the point where we issue a schedule of 
reasonable value for the project. 

This schedule of reasonable value lists the individual units making up the de 
velopment. It shows the separate valuations which have been allocated for 
land and construction and then shows the total figure of reasonable value 
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assigned to each unit. This listing of individual units is necessary in order to 
distinguish between the different types of homes which may be involved as well 
as to recognize proper land values. 

In 1949 and 1950 the material we first received from the builder or sponsor 
of the project was a plat showing the development area with lot sizes indicating 
the type and location of each proposed unit. There was also land planning 
detail and evidence that the proposed project had been approved by the local 
municipal authorities having jurisdiction. The submission also included work- 
ing drafts of building plans and specifications and other essential data or details 
as required 

An appraisal committee comprised of two or more approved fee appraisers 
wis then designated, the material was forwarded to that committee with a 
request that they inspect the area, consult with local authorities regarding 
zoning, restrictions, special-tax assessments. any any other related matters 
and based on the plot plan and the plans and specifications, furnish us with 
their estimate of reasonable value for each unit when, as, and if completed in 
accordance with such plans and specifications. 

It should be noted that at this time we expected this appraisal committee 
to advise us if a water condition, in their opinion, required correction, but we 
were relying almost entirely upon the approval of local municipal authorities 
for drainage and septic tank installations, if any. 

Chere were also cases where the builder or sponsor had previously obtained 

n FHA commitment covering the project, and in these instances we also had 
he benefit of their Form 20S4, “Subdivision Information,” and their Form 2005, 
“Specifications,” 

The builder had also furnished us with his cost breakdown, and upon the 
return to us of the appraisal committee report we reviewed the report data 
and related our own current cost index to the project. We also checked the 
builder’s cost breakdown against our cost index to ascertain any items that might 
require additional review. 

This VA current cost index I refer tois a current cost data handbook maintained 
by us to provide a cost index relating to construction in the New Jersey area. 
The index includes items of material and labor as applied to a basic house. 
The cost information is obtained from reliable outside sources. The index is 

pplied at 100 percent in our highest cost area and in three other areas where 
costs are lower it is applied at 96 percent, 92 percent, and S4 percent, respectively. 

Che entire submission then received a final review, adjustments were made 
where necessary, and our own schedule of reasonable value was prepared and 
released to the builder or sponsor. At this point with this schedule in hand the 
builder knew the maximum sales price he might ask for each of the units 
involved, 

I have just related in a general way our appraisal procedure covering develop 
ment construction during the years 1949 and 1950. 

I now propose to discuss inspection procedure during the same period, but 
before doing so I want to point out that certain difficulties in the appraisal 
arrangement did develop and had to be corrected. I will cover this phase of 
the program in another part of my statement. 

Now as to construction compliance inspection procedure, there are two kinds 
to be considered. One procedure involves inspections made by staff representa 
tives of the FHA. T understand that in order to avoid a duplication of inspection 
services by two Federal agencies we were authorized to accept FHA compliance- 
inspection reports. The other procedure has to do with inspections made by 
approved inspectors representing the VA on a fee basis. 

If projects were to be FHA inspected, that fact was indicated on our schedule 
of reasonable value, and the lender was authorized to accept a final FHA Form 
2051, “Compliance Inspection Report,” as evidence that the particular unit 
involved had been satisfactorily completed in accordance with the approved 
plans and specifications and FHA “Minimum Property Requirements,” which 
is the title used to designate the general acceptability requirements, the mini- 
mum planning requirements, and the minimum construction requirements when 
referred to collectively. A copy of FHA Form 2245, revised November 1949, 
“Minimum Property Requirements,” is attached, marked “Exhibit E.” 

Paragraphs 701 (1) and 701 (2) of part II, section 7 “Compliance inspections” 
as included in FHA Form 2049, revised January 1, 1947, “Underwriting Manual” 
read as follows: 
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“PURPOSE OF COMPLIANCE INSPECTIONS 


“701 (1). Mortgage insurance commitments for proposed construction and 
existing or completed construction requiring alterations, additions or repairs, 
require completion of all proposed work in accordance with approved exhibits, 
and in a manner equal to or exceeding the applicable FHA minimum construc- 
tion requirements. Inspections are made for the purpose of observing and re 
porting whether the construction or repairs are in substantial compliance with 
the provisions of the commitment and with sound construction practice. These 
inspections are termed “compliance inspections” and are made by the Federal 
Housing Administration in its own interest. 

“701 (2). The Federal Housing Administration has no control over the con 
tractual arrangements between the borrower and the builder or over construc- 
tion operations except that it may refuse to insure the mortgage if the specific 
conditions of the Commitment have not been acceptably fulfilled. The Admin 
istration does not serve in the capacity of the borrower's architect as super 
visor of construction, neither does it guarantee construction or arbitrate dif- 
ferences between the parties to a construction or purchase contract, nor does 
it enforce the terms of the contract. Although both the lender and the borrower 
are benefited by compliance inspections, these inspections do not constitute 
supervision such as that furnished by an architect serving in his professional 
capacity as the owner's agent.” 

nl those cases to be VA-inspected, an inspector representing the VA on a fee 
basis (the fee to be paid by the builder) was assigned to the project at the time 
the appraisal committee was designated. This inspector was furnished a copy 
of the plans and specifications and as construction progressed he made at least 
three inspections as described on VA Form 4—1839 January 1950 (exhibit F at 
tached). 

The inspector made his inspections on requests initiated by the builder and 
lenders were authorized to accept a final VA Form 4—1839 as evidence that com 
pletion of all on-site and off-site improvements were in accordance with VA-ap 
proved plans and specifications and VA: minimum construction requirements. 
(It should be noted at this point that following the Housing Act of 1950 the VA 
adopted FHA minimum property requirements as regulatory., Prior to that time 
they had been introduced into the program in December 1948 for guidance pur 
poses in order to promote and encourage good building practices.) 

In November 1947, when the VA first established the arrangement of having 
approved fee inspectors inspect construction during its progress to assure proper 
completion of dwellings to be financed under the GI-loan program, the then 
existing roster of approved fee appraisers was used as a source of designating 
compliance inspectors. This meant that care had to be used in assigning these 
names to inspection work as it was realized that all approved appraisers were 
not necessarily qualified to handle construction inspections and finally it be 
came necessary to completely screen all of these names and establish two rosters, 
one of fee appraisers, the other for fee inspectors. Presently we have but 42 
names of men whom we feel are fully qualified to handle inspection assignments 

I will now discuss our summary of construction comp!aints as shown in 
exhibit D attached to Mr. O’Hern’s statement. It shows that presently there are 
o7 development construction complaint situations with corrective action pending 
at various stages of progress. These 57 developments represent but 3.7 percent 
of the 1,517 developments we have handled since February 1948. 

The summary also shows that about 75 percent of these developments are 
effected by an unsatisfactory water condition as well as alleged structural de 
ficiencies. Permit me to offer you my opinion in this regard. Water is by far 
the most serious and important problem the local authorities, the builders, the 
FHA, the VA, and the veterans have had to contend with in the State of New 
Jersey. The condition has always existed to a degree, but in the spring of last 
year it became acute with serious repercussions. 

The State of New Jersey is not large in area. It has hills and lakes in its 
northwestern parts—it has the Delaware River on the west, fringed with marshy 
meadowland south of Trenton, and it has the Atlantic Ocean and salt marshes 
along the eastern seaboard. It is an old State with its best land already im- 
proved. Now, for the past several years it has been asked to absorb a consider 
able amount of new construction, much of it taking place in the plains area which 
runs from Bergen and Passaic Counties in the north to Middlesex and Monmouth 
Counties in the Raritan River area. New industries have been locating and o'd 
industries have been decentralizing to this area, and the area in and around 
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Mercer and Camden Counties in the south, and the demand for new homes had 
to be satistied—there was no alternative. 

It is now evident that the risks in this venture were primarily water and next 
unprepared and ill-equipped local municipalities. Subject to calculation the 
water risk had to be taken. The approval of local municipal officials was 
apparently based on the best planning and engineering advice they had available. 

It has also been our experience that a complaint situation caused by a water 
condition because it generally cannot be promptly cerrected, encourages the 
filing of many complaints relating to alleged structural deficiencies. 

We do have difficulty in correcting unsatisfactory water conditions, but we 
have had reasonably good success in obtaining correction of structural items. 

It is also a fact that following final inspections we have received justifiable 
structural complaints which, had they not been corrected, would have resulted 
in substandard housing. 

Now as to the further causes for these complaints. 

(a) One cause in my opinion goes back to economy housing program for 1949. 
We encouraged builders to produce low-cost housing and the resulting quality of 
labor and material was in line with the price ranges which followed. Another 
inistake under this program was our approval of rough grading. This economy 
led directly to water complaints. 

(b) We did not have the technical staffing to handle our outside supervisory 
operations and check on the quality of the work being performed by our fee 
inspectors. See exhibit G, Appraisal Assignment Workload Factor Versus 
Appraisal Technicians on Duty. 

(c) We did not have and still do not have a Land Planning Division with an 
engineering staff to review water factors and other drainage problems, 

(d) The builder’s sales representatives selling on the basis of the model home 
have apparently made verbal misstatements and misrepresentations in the 
handling of the sales of properties. 

(e) Inexperienced individuals acting as principals in building corporations 
then subletting construction work with no means or ability to keep themselves 
properly informed as to quality and application of materials and labor being 
supplied by subcontractors. 

(f) A continued shortage of skilled help and uncertainty regarding building 
material supplies. 

(g) A lack of builder indoctrination and training by manufacturers covering 
the proper use and application of new materials. 

(h) A lack of home-owner indoctrination and training by the builder covering 
proper operation of heating equipment, septic tank, and explanation regarding 
upkeep and maintenance. 

(i) A lack of home-owner indoctrination and training by the lending institu- 
tion covering financial responsibilities. 

(j) A lack of equity in the home-purchase investment and in some cases a 
resultant lack of pride in home ownership. 

(k) Builders permitting veterans to occupy homes prior to completion and 
prior to their taking title. 

(1) Inadequate inspections by VA fee inspectors. 

(m) Inadequate inspections by FHA staff inspectors. 

(n) Deviations in plans and specifications and approval of alternate mate- 
rials by FHA with inspection by FHA and without a report to or approval by VA. 

(0) False impression by veterans and others that the VA guarantees the con 
struction as well as part of the mortgage loan. 

(p) Failure of veterans to report construction complaints to builder prior to 
reporting them to VA. 

(q) Organizing by veterans to force action on complaints thereby creating 
ill-feeling and resistance on part of builder. 

(r) Inadequate planning by local municipal officials and the municipalities 
engineer also serving in capacity of the builder’s engineer. 

Now, as to what has been done by the VA to correct these causes. 

(a) On September 4, 1951, we made effective our New Jersey loan guaranty 
issue No. 115, subject, Requirements Relating to Requests for Appraisals on 
Five Units or More of Proposed Construction in New Jersey (see exhibit H). 

I will not go into the details of these requirements at this time. A study of 
the exhibit, however, will, I believe, clearly indicate their intent, and I can 
report that our former procedure has been strengthened considerably. 

(>) The VA cannot and has no intent or desire to interfere in local municipal 
actions. We are, however, presently inspecting proposed development areas in 
advance of assigning a request for an appraisal to an appraisal committee. 
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Ilowever, we only have one staff appraisal technician eligible to handle this work 
and therefore it is necessary to engage additional engineering services on a fee 
basis at Government expense. This action has resulted in a higher degree of 
initial protective land planning and there is also the possibility that in some 
cases our recommendation to local municipal authorities might preclude some 
construction. 

(c) The builder's architect, as well as our appraisal committee, certifies that 
the construction as represented by the plans and specifications upon proper com- 
pletion will equal or exceed our minimum construction standards. 

(d@) No assignment to an appraisal committee is made until the material now 
required is complete in every detail. 

(e) We presently have construction technicians available to check on the 
quality of the inspection work being performed by our fee inspectors and work 
rating schedules are being established. 

(f) Our past experience with individual builders is carefully checked each time 
new applications are received and performance ratings are being established. 

(7) Periodic meetings on a scheduled basis are being held with both apprais- 
ers and inspectors and also builders. 

(h) The names of fee inspectors whose work was unsatisfactory have been 
removed from our approved roster. Two cases where improper certifications 
may be involved are in the hands of our Legal Division for investigation. 

(i) A supplemental agreement relative to construction and maintenance re- 
sponsibilities will be entered into by the builder-seller and the veteran-purchaser 

(j) The veteran-purchaser will also receive a letter from the VA further ex 
plaining such responsibilities and outlining a procedure of builder contact for the 
veteran to follow. 

(k) Participation in the VA program by builders who have been uncooperative 
has been restricted. 

In addition we have the following recommendations : 

(a) There is need for modernization of most local building codes and if possi 
ble a uniform State building code for adoption at local levels. 

(b) There is need for enactment of local and State laws clearly defining 
responsibility for standards of safety, sanitation, and health. 

(c) There is need for the establishing of local high water table levels which 
should not be violated. 

(d) We feel builders should be licensed by the State as are realtors, architects 
and engineers. We should then require that the principal stockholder of a build 
ing corporation be a licensed builder. 

(e) In all cases where construction has been inspected by the FHA we fee! 
there should be recourse against the builder for all justifiable corrective work 
We also feel the FHA should be held responsible for the prompt. and proper 
completion of such corrective work in all cases where they handled inspections 

(f) There is need for higher salary grades for our staff appraisers and con 
struction technicians if we are to maintain the degree of work quality indicated 
by the responsibilities of their positions. 

In the short space of time available I have tried to present to you a factual 
summary of the veterans’ construction Complaint stituation as it exists in New 
Jersey. 

I hope you will appreciate that this always has been, and will probably always 
be, a time-tested operation. Certain calculated risks will from time to time have 
to be taken and there will always be the element of human error in the picture. 

In closing I wish to state that I have never been involved in any bribery, collu- 
sion, or other similar improper arrangement with any builder, inspector, ap- 
praiser, realtor, lender, veteran, or anyone else connected with the loan guaranty 
program. 


Mr. Rains. We appreciate both excellent. statements. 
The next witness is Mr. Richard Whitesell, district director, Federal] 
Housing Administration. 


STATEMENT OF RICHARD WHITESELL, DISTRICT DIRECTOR, 
FEDERAL HOUSING ADMINISTRATION 


Mr. Wuirrsetn. Congressman Rains, I prepared no written state- 
ment, feeling that Commissioner Richards in appearing before the 
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conmnittee in Washington, outlined the facts as to the Federal Hous- 
ng Administration. 

I would like to state to the committee that we welcome this oppor- 
tunity to come before the committee and we can assure the committee 
of the complete cooperation of the office and its personnel in the fur- 
therance of its investigation. I would prefer to answer any questions 
pertaining to the Federal Housing Administration by direct ques- 
tions from the committee. 

Mr. Rarys. You do not have a written statement and you are correct 
in saying that Mr. Richards gave us almost a full day in Washington 
last week, in which he gave us the background of the entire FHA 
picture, What does your district cover here in the State of New 
lersey 6 

Mr. Whirresetn. It covers the 13 northern counties, everything 
north of the Manasquan River and the northern line of Burlington 
County. It takes in the counties of Bergen, Passaic, Sussex, Warren, 
Huntington, Morris, Essex, Union, Hudson, Middlesex, Monmouth, 
Mercer. 

Mr. Rarws. How long have you been with the FHA ? 

Mr. Wutrresen.. Since 1935. 

Mr. RAINS. Have you been here in the State of New Jersey all 
that time ? 

Mr. Witrrreseci. Correct. 

Mr. Rains. Is New Jersey your home? 

Mr. Wuiurresett. My previous residence was Phillipsburg, N. J. 
[am now residing in East Orange. 

Mr. Rains. Do you have with you any figures as to the size of the 


. 


KITA guaranteed-loan program in the district which you represent ¢ 

Mr. Wutrresect. I have some figures with me as to the number of 
applications received for the years 1949, 1950, and 1951. 

Mr. Rains. Give us the totals, please. 

Mir. Wutresetit. During the year 1949. we received 16.685 appliea- 
tions. involving 17.366 units. Of these, 11,009 were new constructions, 
nvolving 11,078 units. 

In 1950, we received 12,527 applications, involving 13,033 units, of 
which 8,770 were applications for new constructions involving the 
construction of 8,784 units. 

In 1951, the volume dropped. We received 3.341 applications for 
3.657 units, of which 822 were new constructions, involving the con- 
struction of 845 units. 

Mr. Rains. What is your complaint situation in your section with 
reference to FHA? Do you have complaints about shoddy construc- 
tion, defective housing and so forth ? 

Mr. Wurreseitt. Primarily the complaints are on wet cellars, some 
minor defects of construction, nothing of a major nature, and a few 
complaints on septic tank installations. ‘The major source of com- 
plaints appears to be a water condition in the cellar. 

Mr. Rarns. Are there any questions, gentlemen ? 

Mr. Cotz. How many employees do you have in your organiza- 
tion 4 

Mr. Wuirrseti. At the present time, there are 104. 
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Mr. Coie. Do you know how many of those have purchased homes 
or constructed homes in the last 2 or 3 years ¢ 

Mr. Wurresett. Employees in the office ? 

Mr. Coxe. Yes. 

Mr. Wurresetx. I know of none that have constructed homes with- 
in the last 3 years. 

Mr. Cote. Do you state that as a fact that they have not, or that 
you do not know of any ¢ 
" Mr. Wurresety. I do not know of any. I can’t make that as a 
statement, 

Mr. Cote. Do you have any special method of handling applications 
of employees of your organization ¢ 

Mr. Wuiresett. That is correct. Before an application for an em- 
ployee can be committed, it must be submitted to the Washington 
ollice for review. 

Mr. Corr. That is all. 

Mr. Doturcer. The FHA loans are guaranteed by the FHA or by 
the Government to the builder or the bank taking the mortgage, is 
that a fact / 

Mr. Wrureseitt. It is an insured mortgage of the lending institu- 
tion. 

Mr. Dotirncer. You have noted the advertisements in the news- 
papers and periodicals that FHA development guaranteed ? 

Mr. Wurrrset,. They have no right to use that. When it has come 
to my attention, I have asked the builder that the sign be removed. 

Mr. Dottincer. The intent was to indicate that the loan was being 
guaranteed or approved insofar as the lending institution was con- 
cerned, isn’t that the purpose ¢ 

Mr. Wuirersect. What was that ? 

Mr. Dotuincer. The purpose was to guarantee the loan to the lend- 
ing institution? The purpose of those ads was to indicate that the 
loans were guaranteed by FHA to the lending institutions ? 

Mr. WuireseLu. I think the purpose of the ad—this is my opinion— 
was to go ahead and lead a prospective purchaser to believe—— 

Mr. Dotiincer. ‘That is what I am coming to.’ I have seen those 
ads and still see those. Has anything been done by the FHA ¢ 

Mr. Wutrese.n. I have requested discontinuance, even of a sign 
in front of a builder's operation, where it says, “FHA approved.” I 
have requested that to be removed. The FHA does not approve. It 
passes on the eligibility for insurance only. 

Mr. Do.tuincer. I appreciate that and I know that to be a fact. If 
you saw an ad like that and if you got hold of a builder and told him 
to remove it, did you check on that builder’s operations in the future 
to make sure he did not do that ? 

Mr. Wuireseti, No; I personally did not check it. 

Mr. Dotiincer. Anybody in your institution ? 

Mr. Wurrese.y. I have requested all inspectors and all men who 
ure traveling constantly in the field that, if those things are brought 
to their attention, or if they notice them, to bring them to my at- 
tention, and I would get in touch with the builder. 
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Mr. Doturnerr. The greatest abuse we found was that the GI's 
who made these loans were of the opinion that the FHA was guar- 
anteeing it to them, and if all you did was to make certain that if 
there was such abuse, if it ever came to your attention it would be dis 
continued. Iam trying to find out if there was vigilance on the part 
of the FHA to make sure that fhose ads never appeared and were 
hever permitted to appear. 

Mr. Wurreseiti. I don’t think it has been prevalent. There have 
been some instances, as | said. 

Mr. Gamepie. What is your record of defaults, sir / 

Mr. Writ SELL. About two one hundredths of | pereent, The loss 
ratio has been very. very eood., 

Mr. Rains. Are there any 608 projects now under construction in 
your area, or they all have been completed 4 

Mr? Wuutresect. There are some under construction at the present 
time. 

Mr. Rains. Garden type or elevator type / 

Mr. WiitresrLy. Several elevator type and some garden type. 

Mr. Rains. Do you have any trouble in this area with builders tak- 


ing cheap land and winding up with a bigger guaranteed mortgage 


than the entire project cost ¢ 

Mr. WurreseLty. I have heard rumors to that effect, but we have 
never been able to substantiate it. Undoubtedly some of them have 
mortgaged out in some instances, but there are plenty of them left 
money im. 

Mr. Gamevr. Plenty of them what, sir 

Mr. Wurrese.i. Plenty of them left money in and did not mort- 
gage out of the project. You see, we do not get the figures. { don’t 
know. These are merely rumors that I am giving you. 

Mr. Rains. Has there been any instance in your district of where 
the prospective project builders have sold FHA commitments in con- 
nection with their land ¢ 

Mr. Wurrrsenn. That has happened prior to 1948. There was 
some speculation commitments prior to that time. 

Mr. Rains. I do not say that it is illegal, but the point Iam driving 
at is this: A man has 5 or 10 acres of land which he subdivides, 
gets an FHA approval of his plans and so forth, or commitment, and 
then goes ahead and sells that land with that commitment for a rather 
fabulous figure. Hasthat been going on in this State / 

Mr. Wuirese... Not to any large extent. There have been some 
isolated instances. 

Mr. Rains. Don’t you think that the FHA should have an adminis- 
trative requirement that when a commitment is granted and the prop- 
erty is sold, that it then becomes necessary to recommit to the buyer, 
instead of letting the commitment go with the sale of the land? ~ 

Mr. Wurreseiw. I think that is advisable. 

Mr. Ratns. Any questions, gentlemen / 

Mr. Gampie. Couldn’t we do that by regulation at any time or do 
you need something specifically in the law ? 

Mr. Wuiresevu. I think it should be specifically in the law, although 
we do, if there is what is termed a statute response or—we pass as to 
eredit, as ability to build the housing in question. Since apparently 
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this was rather prevalent in other sections of the country, there was a 
regulation put into effect that there could be no speculative interest In 
the sale of a. commitment, but that was prior to 1948. 

Mr. Wipnatu. Were orders ever issued by the FHA that projects 
would not be approved on filled ground ¢ 

Mr. WuiresE.u. I beg your pardon? 

Mr. Wipnauu. Were orders ever issued by the FHA that projects 
would not be approved on filled ground ¢ 

Mr. Wutrese.u. Projects can be built on filled ground providing 
sufficient piling is installed to go ahead and give support to the struc- 
ture above. There is nothing prohibiting filled ground if you get 
solid bearings to support the structure. However, I might add that 
there are several members of the technical staff present with me. If 
the committee desires any specific information on technical questions, 
I would prefer to have it referred to them as I am not a technical man 
in the true sense of the word, although 1 have a general working 
knowledge. 

Mr. Wipnatv. Do you find that most of your cellar and water com- 
plaints arise in a development that has been constructed on filled 
ground ¢ 

Mr. Wurreseti. I am unable to answer that. I don’t know that. 
Can you refer to any specific case 4 

Mr. WipnaLt. | don't have any in front of me, but I have a number 
of statements back in my files. 

Mr. Wuirese.u. | know of no construction of any extent—that is, 
on a development—that has been built on filled ground. 

Mr. WiwnaLu. We have areas that have been brought to our atten- 
tion, not just here, but in other parts of the country, where develop 
ments have been constructed on old lake beds and swamp areas. 

Mr. Wutresevcy. I think that is the function of the Underwriting 
Section; to make a determination of the adequacies and the propriety 
of the ground on which the proposed construction should take place. 
It should have been determined by borings, as we have done here in 
this State, to see that there was proper bearing to support the 
structure. 

Mr. Wipnaty. In what way have your development plans been co- 
ordinated with the approval of the State Department of Health / 

Mr. Wutreseti. We have worked, particularly on the development 
of rural land, where there was no community or public sewage avail- 
able—we have requested and received the cooperation of the State 
Board of Health in conducting tests as to the feasibility and work- 
ability of privately installed sewage systems, particularly septic tanks. 

Mr. Wipnait. Has that been prevalent all through the FHA pro- 
gram or is that a new form of operation / 

Mr. Wuirrsett. That is a local operation of the Newark office and 
it was done with the kind consent of the State Department of Health. 

Mr. Wipnaty, On some of these FHA multiple-housing develop- 
ments, do you know whether or not, instead of selling the property, 
which I believe they are not supposed to do—— : 

Mr. Wutresetn. They cannot do that without prior approval. 

Mr. Wipnatu. Are there many instances where the corporation 
stock has been sold to somebody else ? 
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Mr. Wuiresety. There have been numerous instances where the cor- 
poration stock has been sold. 

Mr. Wipnatu. That is a form of evasion of the law, isn’t it ? 

Mr. WutreseLL, Well, there is nothing in the law that I know of 
to prevent it. In other words, it is like the stock of any other corpora- 
tion, being transferable. 

Mr. Apponiz1o. Would you recommend a specific provision in the 
law to take care of that ? 

Mr. Wuirese.t. If it is the intent of Congress to have the original 
mortgagors remain as the owners of the property, I think it should 
be written into the law. 

Mr. Wipnati. Mr. Whitesell, at a builder’s meeting back on March 
15 of last year, you stated, I believe, that builders were contributing 
wet cellars by backfilling around foundations extremely carelessly, 
bulldozing earth filled with paint cans, tree stumps, nail kegs and gen- 
eral debris against the finished foundations. You also noted that reg- 
ulations called for hand tamping of backfill at every 1 foot level to 
prevent the seepage of pocketed water into cellars. 

If that practice was known by the FHA, how was it that those 
buildings were approved as they were constructed / 

Mr. Waurrrseti. Well, the cost of hand tamping and back filling 
would run, I would say, at least $200 on each house. It has been com- 
mon practice—and I don’t believe there has been a house constructed 
in the last 5 years in the United States—and this is merely my opin- 
ion—that has not been bulldozed or back filled. The cost of hand 
tamping, the cost of the labor, would drive the cost of foundation work 
up excessively. I made that statement. However, some of the de- 
tails are not quite as I stated. But as to the knowledge that we have 
that we are not getting hand tamping and back filling, I made that 
statement. 

Mr. Wipna. Isn’t that requirement in your regulations / 

Mr. Wuirterseti. This is a minimum property requirement, that is 
correct. 

Mr. Wipnatu. This is in your specifications ? 

Mr. WuireseE.t. It is not specifications. It is part of the minimum 
property requirements. 

Mr. Wipnate. Aren’t your inspectors charged with seeing that that 
is properly done ¢ 

Mr. Wurreseti. Mr. Widnall, our first inspection is made when the 
foundation is in, tarred and painted with either two coats of tar and 
the inspector is not present at the time it is being filled. 

Mr. Wipnatt. That isall I have. 

Mr. Rains. Thank you very much for coming. 

Mr. Corr. I would like to follow up a request, as I did in the case of 
the VA. I would like to have a list of those who have constructed or 
purchased homes and who are employees of the FHA, within the last 3 
years. 

Mr. Wuirese.t. I will give you that list, but I think I can make the 
statement that there weren’t any. However, I will confirm that. 
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Mr. Rarns. If you do have any, make them available for the com- 
mittee. 

Mr. WurreseLt. You wish a written statement as to any FHA em- 
ployee who has purchased a home and financed it with an FHA mort- 
gage within the last 3 years? 

Mr. Cour. Yes. 

( The information requested above is as follows J 

FepERAL HOUSING ADMINISTRATION, 
OrFice or Distrricr Director, 
Newark, N. J., February 25, 1952. 
Mr. JOHN BE. BARRIERE, 
Clerk, Subcommittee on Housing of the Committee on Banking and Currency, 
House Office Building, Washington, D. C. 

DEAR Mr. Barriere: During the hearing of the subcommittee on Housing of 
the Banking and Currency Committee held in Newark, N. J., on February 11, 
1952, Mr. Raines, chairman of the subcommittee, requested the names of em- 
ployees of our Office who used the facilities of the insured mortgage program 
of the Federal Housing Administration during the last 3 years. 

The only employee who financed the mortgage of a home through the FHA 
was Mr. William Kroger whose mortgage was insured to the Underwood Mort- 
gage & Title Co., of Irvington, N. J., in the amount of $8,400. The mortgage was 
endorsed for insurance on October 18, 1951. 

In accordance with the established procedure of the Federal Housing Adminis- 
tration, the transaction was reviewed by our Washington headquarters and 
approved prior to the issuance of the commitment. 

In the event that you or other members of the committee desire further in- 
formation in this connection, we would appreciate your calling upon us. 

Very truly yours, 
R. S. WHITESELL, District Director. 

Mr. Ratns. One other request. I wish you would give us a list of 
your inspectors who do these final inspections. 

Mr. Waurrrsett. On single family homes? We have two distinct 
classes of Inspectors— 

Mr. Ratns. We want them on both, and we would also like to have 
their background of experience, who they worked for, and so forth. 

Mr. Wurresett. All right. 

Mr. Gampir. Are they FILA employees or are they employed for a 
speciality job? 

Mr. Wurrrsetn. I didn’t quite get that. 

Mr. Gambier. Are they regular FHA employees? 

Mr. Wurreseiti. They are regular FHA employees and not fee em- 
ployees. They are staff employees. 

Mr. Rarns. We would like the list also of your appraisers, with the 
same information. 

Mr. Wutreseit. To be mailed to you, sir? 

Mr. Ratns. It will be mailed to the clerk. He will let you have 
the address. Thank you very much. 
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( The information requested above is as follows :) 


FEDERAL HOUSING ADMINISTRATION, 
OFFICE OF District DIREecToR, 
Newark, N. J., February 29, 1952. 
Mr. JoHn E. BARRIERE, 
Clerk, Subcommittee on Housing of the Committee on Banking and Currency, 
House Office Building, Washington, D.C. 

Drak Mr. BARRIERE: In compliance with the request of the subcommittee to 
supply them with the background of the employees in this office serving as ap- 
praisers, construction eXaminers, and construction inspectors, we are enclosing 
photostatie copies of Standard Form 57, “Application for Federal employment,” 
on the following employees: 


Beechel, Emil J. J., appraiser (super- Squire, Samuel E., construction inspec- 


visor) tor (general) 
Taber, Frank S., appraiser (super- Macphee, Wm. C., construction inspec- 
Visor ) tor (general) 
Ziegele, Em. J., appraiser Treu, Lester J., construction inspector 
Reinshagen, Fred R., appraiser (general) 
Force, Robert J., appraiser Errickson, Kd. J., construction inspec- 
Harrington, Win. J., appraiser tor (general) 
Crawford, Thos. P., appraiser LaPenna, Paul H., construction inspee- 
Brueno, Geo. J., appraiser tor (general) 
Hulsart, Ed. P., appraiser Congdon, Robert L., construction in- 
Pearson, W. H., appraiser spector (general) 
Larson, Robt. W., appraiser Matthews, Nathan, construction  in- 
Wathey, John W., construction examin- spector (general) 
er (chief) Connell, Frank E., construction inspeec- 
Reinman, Fred, construction examiner tor (general) 
(assistant chief) Krichson, Ek. H., construction inspector 
Landenberger, H. J., inspector (gen (general) 
eral) Schuler, Carl A., construction inspector 
Carlson, H. S., construction cost ex (general) 
amine Reinhard, F., construction inspector 
Donaldson, C. F., construction cost ex- (general) 
aminer Starr, J. J., construction inspector 
Caisee, Wm. E., construction examiner (general) 
Lobell, Wm., construction examiner Fay, Harry J., construction inspector 
Heder, Carl E., construction examiner (general) 
Seymour, Jas. H., construction examin- Langan, O. F., construction inspector 
er (general) 
Hoth, Hubert H., construction examiner Zane, Thos. H., construction inspector 
Fortunato, Michael, construction ex- (general) 
aminer Pureell, Jas. H., construction inspector 
Competiello, A. A., construction examin- (general) 
er Laycock, Ed. E., construction inspector 
Iredericks, P. G., construction examin- (general) 
er Parisi, Wm. J., construction inspector 
Cogan, Wm. V., construction examiner (general) 
Grimshaw, H. C., construction examiner Walker, F. H., construction inspector 
Rutan, A. R., construction examiner (general) 
Pletz, Warren S., construction examin- Martin, J. W., construction inspector 
er (general) 
Troiana, Dominick, construction ex- Reilly, Jas. L., construction inspector 
aminer (general) 
Steinbrenner, F. C., construction ex- Hughes, Vernon G., construction inspec- 
aminer tor tgeneral) 
Amosso, Maurice P., construction ex- Roberts, C. K., construction inspector 
aminer (general) 


Madigan, D. H., construction examiner Kroger, Wm. H., construction examiner 
Nadel, Moses J., construction examiner 
Hillman, Herbert, construction examin- 





a to em 
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These forms give the experience and education of the employees prior to their 
employment with this agency. In several instances where the individual was 
first employed as a clerk, we have supplemented the Form 57, or other application 
form, with an outline giving the date of his advancement to the trainee stage, 
during which time he served as an apprentice to the journeymen, and the date 
when he qualified as a journeyman. 

We trust the enclosed information will be of some assistance to you. If we 
can be of any further help do not hesitate to let us know. 

Very truly yours, 
RICHARD S. WHITESELL, 
District Director. 

Mr. Rarns. The next witness is Mr. Edmond G. Lyons, department 

commander of the American Legion. 


STATEMENT OF EDMUND G. LYONS, DEPARTMENT COMMANDER OF 
THE AMERICAN LEGION 


Mr. Lyons. My name is Edmund G, Lyons. I am the department 
commander of the American Legion of New Jersey. On my right is 
Mr. William F. Grund, the director of service activities. On my left 
is Mr. C. Conrad Schneider, the department housing chairman of the 
American Legion, who, I understand, will present to the committee 
tomorrow in Hackensack specific cases of complaints that we have 
received. 

Mr. Rains. Where is your home in New Jersey 4 

Mr. Lyons. In Clifton. 

Mr. Rains. You may proceed. 

Mr. Lyons. In appearing before your committee, I come not as a 
building expert or one qualified to expertly judge the quality of 
construction in the home building industry but as the head of the 
American Legion in New Jersey, a veterans’ service organization that 
has received many complaints regarding dissatisfaction among vete- 
erans in many parts of the State. 

The American Legion, department of New Jersey, has had a hous- 
ing committee since 1946 whose function has been to observe the needs 
for housing of veterans, to recommend the enactment of Federal and 
State laws with attendant appropriations of funds where necessary in 
the interest. of aid to veterans in securing homes, to combat. the exploi- 
tation of veterans availing themselves of the benefit of Federal and 
State laws and to generally assist in the furtherance of veterans’ hous- 
ing programs. In this latter aspect the American Legion has made 
studies of the broad problems involved and has cooperated with 
Government and civic agencies in an attempt to solve these problems. 

Out of this experience, the American Legion has learned many 
things not the least of which is that the general problem is extremely 
involved and that there is no fixed formula which can be applied and 
which will solve every specific situation. Neither is it possible to 
precisely solve in general terms the individual problem of veterans, 
for each case has its own specification and need. 

With this qualification in mind, the general principles that seem 
to apply to Veteran Housing projec ts are: 

Aside from public housing projects controlled by the Government, 
e th ier Federal or State, and I think that in this investigation we should 
bear in mind that these housing projects are avail: ible to other than 
veterans. The general public may purchase these projects. All other 
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so-called veteran housing projects are private enterprises which vary 
according to local laws and the conscience of the promoters of these 
projects. 

Under public housing laws, a Government agency is in control and 
can enforce compliance to specifications by building contractors. 
I he ‘rmore, all basic engineering is determined before any construc- 
tion is undertaken and if the engineering has been faulty for any 
reason, the Government is responsible for its correction. 

This is not true of private enterprise. In final analysis, the ques- 
tion of full performance is between the buyer and seller. The only 
recourse the buyer has is to sue on contract or to appeal to the publie 
prosecutor if there is any criminal inplication, 

Recourse to civil law is a tedious procedure often costly to pursue. 
Veterans are not generally able to undertake such suits at law and those 
who would exploit the veteran know this and take advantage of the 
circumstance. 

Efforts to establish some protection of veterans against exploitation 
under present law by the Veterans’ Administration have of necessity 
been confined to a form of compliance inspection with only the pen- 
alty of denying the extension of the Government loan guaranty as a 
means of obtaining compliance. 

This has been effective to some extent in New Jersey especially where 
a major housing development is involved because withholding ap- 
proval of the loan guaranty tends to slow down or stop further sales 
to veterans. , 

This procedure, however, too often works in reverse because it de- 
lays the housing veterans require. And even though the attempts of 
the Veterans’ Administration by this procedure is actually in the in- 
terest of veterans, it does not enjoy the full support of the public or 
the veteran for obvious reasons. 

If the Veterans’ Administration is to be considered an agent of the 
veteran in the full sense of the term, it should be given that power and 
function by law. At present, the Veterans’ Administration is actually 
only the agent of the Government in protecting the Government guar: 
antee of the loan. 

As Congressman Widnall said earlier, their first obligation was to 
the Government. That is why we feel that the American Legion and 
other veterans’ organizations, whose sole interest is the service of veter- 
ans, step in and take a part. 

We, the American Legion, believe that the Veterans’ Administra- 
tion’s legal status should be strengthened so far as enforcing com- 
pliance with specifications wherever a loan guaranty is involved. 

This implies the use of consulting engineering facilities to assure 
that all general engineering of development projects conforms to 
sound standards and with due regard to the requirements of local 
building laws and codes. 

2. In many instances in this State, development projects primarily 
designated as veteran housing projects have not been well or properly 
engineered with respect to drainage, sewerage, and other public 
facilities. 

There have been many instances where there has been poor, if any, 
local planning by the local government. There have been instances 
where the local government engineer has also been the consulting 








we 
a + 
we 


HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS l. 


engineer for the development group. While we do not imply any 
ulterior designs where this situation exists, nevertheless, this is not a 
healthy condition. It is difficult to see how an engineer could ade- 
quately represent both sides at the same time. W e, the American 
Legion, believe that local government within their power exercise 
of authority has been lax in its responsibility. There should be a 
much greater concern for proper engineering of housing developments 
at the local government level. 

This implies the establishment of a high-water line for water t: ables 
where a new development is undertaken; not only must the natural 
surface watershed be considered by subsurface water flow properly 
established. This applies particularly to land development on filled 
in ground. 

Failure to adequately cover this phase of general engineering is a 
major cause of flooding of cellars. It also affects sewerage disposal 
where septic tanks are used. 

It would appear that such a matter is of grave concern to public 
health. 

The - eg of proper and comprehensive building codes has 
been a subject of long debate in this State. Many building codes 
in established communities are antequated and should be modernized. 
In newer developed communities such codes are either inadequate or 
nonexistent. 

A major effort has been made by the State of New Jersey to set up 
a uniform building code for single unit or small multiunit housing. 
The difficulty is securing adoption of such codes by the local govern- 
ment. 

There is serious question as to whether the State could constitu- 
tionally enact building codes enforceable upon local governments. 
There is likewise serious question as to whether the State should at- 
tempt to enter this field of local government responsibility even if 
the State possesses such power. 

We. the American Legion, believe that proper modernized building 
codes should be developed. We believe that where substandard 
housing has been constructed and sold to veterans and others, it is 
due in no small measure to lack of reasonable standards established 
by building codes. 

f. In many housing developments there are no specifications for 
individual houses. Individual houses are built on an assembly-line 
basis on a common specification for the model house. 

It is very difficult to contest a substandard job in an individual 
house where there is no specification available. It is not possible to 
ascertain with certainty what the standard of material and crafts- 
manship is or should be under the circumstances, 

The American Legion believes that a specification should be a part 
of every purchase contract and that compliance with such specification 
should be a requirement at the time of closing of title. 

We are uncertain as to what legal steps should be taken to fulfill 
this requirement, but we suggest that it might be considered in 
strengthening the hand of the Veterans’ Administration at the time of 
final inspect ion for purpose of extending Government guaranty of the 
mortgage. 
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5. The difficulty with certain aspects of purchases of homes by 
veterans is in the circumstance of pressure of necessity. By this we 
mean that many veterans in the low-income status are actually forced 
even against their better judgment to get into their new home even 
before it is fully completed. This basically is bad business, but too 
often of necessity. 

The conditions under which occupancy of the house is permitted 
involves the signing of some form of legal release whereby the builder 
is relieved of responsibility for full completion of the house. 

Furthermore, under the same pressure of necessity, veterans close 
title without proper legal advice on their own behalf. In consequence, 
they often obtain faulty deeds of title which they only discover too 
late. And they have poor recourse to law even if they are able to 
afford the necessary litigation. 

Just what can be done to overcome this difficulty is hard to say. 

The cold fact is the veteran is being exploited in many cases. 

We, the American Legion, believe that it might be a feasible trans- 
action to have the Veterans’ Administration, under reasonable con- 
ditions, review the title at the time of closing where the Government 
is guaranteeing the mortgage. 

6. Finally, the American Legion in all honesty must state that we 
know of no basis for any charge of collusion or other illegal acts on 
the part of the employee of the Newark regional office of the Veterans’ 
Administration. We have heard such charges made by careless state- 
ment but specifically on our own investigation we have not been able 
to establish the fact. 

Our experience with the Newark regional office of the Veterans’ 
Administration has been that wherever we have called their atten- 
tion to deficiencies on the complaint of veterans they have striven 
within the limits of their legal power and authority to obtain ad- 
justments. 

Mr. Rats. I don’t see where reviewing the title of closing would be 
of any benefit. 

Actually, the contract, under the law, is between the Government 
and the person who lends the money. I have always felt that there 
should be some kind of a construction warranty placed in VA and 
FHA loans, so that the third party, who is the purchaser, would, in 
the event of apparent defects and shoddy construction, have some 
definite recourse to the law. 

Mr. Lyons. I believe that Mr. Schneider was going to recommend 
some form of performance bond tomorrow. 

Mr. Rains. That amounts to the same thing. You are going to 
testify tomorrow at Hackensack ? 

Mr. Scuneiper. Yes, sir. 

Mr. Ratns. Are there any questions ¢ 

Mr. Gampstr. I notice you speak of the antiquated building codes. 
Of course, that is one of the great difficulties. In many communities, 
if they had a performance code instead of the old type, they would 
be much better off. In New York they have recently enacted a code, 
a State code, which is not forced on the communities, but they can 
adopt it as their standard code. That saves a lot of money in adver- 
tising. which you have to do when you are going to enact a code. 
Most of the laws provide that it has to be published in full, as you 
KNOW, 
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Mr. Lyons. Yes, sir. 

Mr. Game. It is working out pretty well, although it is some- 
thing fairly new. 

Mr. Lyons. From time to time many of the communities have at- 
tempted to revise their building codes and many of them have, but 
I think pretty generally we are operating with building codes that 
are many, many years old and do not take into account modern con- 
struction and modern construction methods. 

Mr. Gamsie. It would reduce the cost a great deal in many cases, 
too. We ran into that, Mr. Chairman, in that Joint Committee on 
Housing, particularly in the cities. 

Mr. Lyons. We would hope that that reduction in cost would not 
only accrue to the builder but be passed on to the purchaser. 

Mr. Gampxe. That is what I had in mind. 

Mr. Wipnaty. Have you thought about the question of escrowing 
the down payments as is done in some States ? 

Mr. Lyons. I would ask Mr. Schneider to answer that, he being 
a legal man. 

Mr. Wipna. Will you tell him to speak about that tomorrow when 
he testifies ¢ 

Mr. Lyons. I will be happy to. 

Mr. Dotuincer. You state that a lot of the abuses might be done 
away with if the veteran had an attorney representing him at the 
closing, and I agree with you, but isn’t that the responsibility and the 
fault of a builder who tells the veteran that you don’t need an attorney 
because the Government has guaranteed this thing? ‘The veteran, try- 
ing to save the money that he needs for the down payment, goes along 
with that. 

Mr. Lyons. I imagine the builder is usually represented by a selling 
agency who say “we will take care of anything.” All they are inter- 
ested in doing 1s getting their name on the contract. 

Mr. Doturncer. The builder knows very well just what the selling 
agent tells these fellows. 

Mr. Lyons. | agree. 

Mr. Dotuincer. If a competent attorney were there, we would not 
have half the abuses because they would protect the fellow and make 
sure that these things would be taken care of. 

Mr. Rarns. Of course, there is also the general misapprehension 
on the part of many veterans that the Government is actually guaran- 
teeing his building, when that has never been and couldn’t be under 
the present set-up, but there ought to be a performance bond or some- 
thing where the veteran would have some assurance. 

Mr. Lyons. Through our American Legion publications, not only 
nationally, but locally, we have from time to time spread word out 
as to what veterans should be apprised of when they go to purchase 
homes, what type of land they should purchase homes on, and the 
fact that they should be represented and try to find out who they are 
doing business with. However, there is an urgent need for housing 
and each individual veteran wants to go out and hold that piece of the 
United States of America and in many cases he forgets the sound 
advice he has been given. 

Mr. Rarns. Thank you very much for a fine statement. 

The next witness is Mr. Charles Becker, State commander of the 
Veterans of Foreign Wars. 
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STATEMENT OF CHARLES BECKER, STATE COMMANDER OF THE 
VETERANS OF FOREIGN WARS 


Mr. Becker. My name is Charles Becker, resident. of Newark, N. J. 
Tam the State commander of the Department of New Jersey, Veterans 
of Foreign Wars of the United States. 

Mr. Rains. You say you do not have a written statement. Do you 
have any statement you wish to make to the committee / 

Mr. Becker. Well, honorable chairman, as former State judge advo- 
cate representing the Veterans of Foreign Wars in reference to the 
veterans’ housing situation, I was invited into a conference with the 
representatives of the Veterans’ Administration, the contractors, and 
veterans who had purchased homes in Camden County. 

The record showed the condition and the material that was put into 
these homes which the veterans purchased. One very important matter 
Was outstanding Just like a sore thumb. Material that was set forth 
in the plans and specifications in this Camden area was not complied 
with. The matter of common lumber was avoided, which was essential 
for a home built especially for sale by the contractor to a veteran. 

We understood that this investigation would continue in the Camden 
area, 

Mr. Rats. Of course, you realize that we are charged with report- 
ing before the end of Congress. We have thousands of complaints 
across the Nation as a whole. We hope we can get into the Camden 
area, but for me to say definitely now, I don’t know whether it is pos- 
sible or not. We would like to have your statement as to the con- 
dition because the committee is looking into what we think are typical 
cases of failure, such as you are talking about, across the country, in 
an effort not only to correct them, but to try to get some recommen- 
dations for the Congress. 

You say that the lumber did not measure up to the specifications 
of the houses built in that area, is that correct / 

Mr. Becker. That is right. 

Mr. Rarns. That was the fault of some inspector who passed it; is 
that correct ¢ 

Mr. Becxer. That is right. 

Mr. Rats. In what way did the lumber not measure up to the speci- 
fications. Wasit green / 

Mr. Becker. Well, it was considered to be No. 1 common lumber. 

Mr. Rains. The specifications, you mean ¢ 

Mr. Becker. Yes. 

Mr. Rains. Was it No. 1 lumber ? 

Mr. Brecker. It was not. 

Mr. Rarns.- When were these houses built, Mr. Becker / 

Mr. Brecker. Well, we went down there at the request of the mem- 
bers of the Veterans of Foreign Wars and that was in 1950. 

Mr. Rains. Can you give us the name of the project on which these 
houses were located ¢ 

Mr. Becker. I do want to say that our VA manager had made many 
statements in reference to the conditions which were discovered in this 
project in Camden, N. J., with the result that several hearings were 
held in Camden County to bring about, if possible, a correction. But 
when we found that this lumber, which was not in accordance with 
specifications, set up in the foundation and the termites that had eaten 
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into the lumber, it would have been practically a physical impossibil- 
ity to try and rebuild that home on a foundation which was defective 
in its entirety. 

Mr. Corr. Let me ask you a question. I don’t quite follow you. 
The lumber in the foundation was defective / 

Mr. Brecker. Yes. 

Mr. Coiz. The foundation itself? 

Mr. Becker. Yes. 

Mr. Cote. You mean the foundation was constructed of lumber ? 

Mr. Becker. Yes: lumber wherein the termites had already in- 
fested themselves when they started to build the foundation of this 
veteran’s home in this project. All those facts are known to our 
manager because these various complaints—— 

Mr. Corr. Wait just a moment, sir. Were these termites in the 
lumber that was used in the foundation ¢ 

Mr. Becker. Yes. 

Mr. Coir. And they used lumber that was infested with termites to 
construct the foundation ? 

Mr. Becker. That is right. What the management of the VA did 
about it in reference to the inspectors who passed on this defective 
quality of material that was put into these homes, for which the vet- 
eran paid the full price for that home— 

Mr. RaAtns. Let us get to something definite. Gaive us the name oy 
names of the projects in Camden where this occurred. 

Brecker. The project was known as the Brooklawn housing 
project. 

Mr. Rains. In Camden, N. J.? 

Mr. Becker. Yes. 

Mr. Rarns. And this hearing you say was in 1950? 

Mr. Becker. Yes. A gentleman by the name of Bob Ford, who was 
the head of the department housing plan, had gone down there and 
had made a full inspection of this condition involving the complaints 
of the GI’s in this Brooklawn housing project. 

Mr. Apponiz1o. Was every home in this project affected / 

Mr. Becker. Many homes, not all, but many of the homes. They 
were the causes of various complaints that were brought out. li 
certainly was not the duty of the officers and the members of the 
Veterans of Foreign Wars. It was the duty of the Veterans’ Ad- 
ministration and their representatives and inspectors who had per 
mitted such a condition to exist. That was brought to their attention. 
Just how far they went after this revolution—I could not certainly 
from Newark continue to go down there day after day. 

Mr. Rains. I understand that. Are you sure this is VA or FHA 
insured homes? Which was it? 

Mr. Becker. May I say it was the Brooklawn housing project. 

Mr. Gampir. Was it FHA or VA? : 

Mr. Becker. I think it was the VA that had supervision and man 
agement. The FHA was the guaranteeing unit, guaranteeing the 
lending agencies, as I understand, and therefore if the property, 
which was sold at a high price to the veteran, and that property wa- 
definitely inadequate, then I say if there were any losses, it would 
be the Government that would take the loss, regardless of the invest 
ment made by the veteran. 
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We understand that the builders were the Brooklawn Builders, 
Inc., just for this specific project. We met in the Federal Building 
at Camden, the committee met, and these facts were revealed. As it 
understood it, corrections would be made, but to my understanding 
they were not made. I, therefore, instructed a veteran by the name 
of John Stehr and his wife, Bertha Stehr that, in accordance with the 
contract plans and specifications, he had a good lawsuit and that he 
should engage counsel in that area to institute suit. 

Mr. Rats. Are there any other projects that you have there? 

Mr. Becker. May I say this: that one K. Hunter, director of the 
FHA local office, at the post office building in Camden, was invited 
in at this meeting, and I understand that through Mr. Hunter the 
builders were compelled to rehabilitate the homes on the plans filed 
by them in writing with the FHA, and there was direct confliction 
with these wie acts in the office of the FHA when they permitted 
the veteran to purchase this home, knowing that the material was 
defective. 

T have here another matter and I have illustrations, a serious con- 
dition in reference to the GI homes at Paul Beach. That would be 
in Middlesex County. Do you take in that area? That is around 
Lawrence Harbor, right outside of Perth Amboy and we—— 

Mr. Apponiz1o. We are interested in the entire country. 

Mr. Rains. Not any particular area. We are interested in all of it. 

Mr. Becxer. I have here, Mr. Chairman, conditions that are de- 
plorable, homes that were purchased by the GI. I have literature 
and news correspondence, photographs, showing the homes that were 
built on foundations which were defective. 

Mr. Rains. Mr. Clerk, will you bring that brochure up here and 
let us see it? 

Mr. Gampie. Is that a VA or FHA, sir? 

Mr. Becxer. One of the individuals in the back said both. We have 
tried to get a correction. These veterans homes have been prac- 
tically turned upside down. Certainly, under no circumstances, 
could these homes be built for a period of years. ‘The record there 
speaks for itself. The veterans have invested their money. They 
are still paying on the contract. They don’t know the very next day 
as to whether they will be sw ept into the ocean. 

Mr. Rarns. Mr. Becker, I see that a number of these projects which 
vou have listed here are those about which we have received, through 
the committee, complaints. I would like for you, for the benefit of 
the committee, to write us a letter setting forth these things. 

Mr. Becker. I will be glad to do it. 

Mr. Ratns. Address it to our clerk, and we will be glad to have it. 
You can set out the whole thing. Some of these look like slums of 
tomorrow to me, from these pictures. We will be glad to look into 
the whole situation. 

Mr. Brecker. Are you also interested in reference to the construc- 
tion of the homes for veterans by the officials and representatives of 
the municipalities throughout Essex County, Newark, and so forth? 

Mr. Rains. What do you mean by that ? 

Mr. Becker. Well, for instance, homes that were erected for the 
benefit of the veteran and his family. 

Mr. Rarns. Was that built by Government financing or by local 
financing ? 
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Mr. Becxer. I think it was by the Government financing. 

Mr. Rats. Are you talking about houses that were constructed 
during the war for war workers and later constructed for veterans’ 
housing ¢ 

Mr. Becker. These were constructed for the benefit of the veteran 
who lives in ae homes on the 5-year plan as tenants. 

Mr. Rars. By whom? 

Mr. Becker. The moneys were advanced by the representatives of 
the United States Government. When we made an investigation and 
found the roofs leaking and—— 

Mr. Rats. I think you are talking about some type of temporary 
war housing that was ¢ ‘converted to public housing. 

Mr. Apponizio. Where is one of these projects located at? 

Mr. Becxer. I mean the homes that were built throughout the city 
of Newark. 

Mr. Rarns. That is war-time housing and as such is outside the 
jurisdiction of this committee. We are charged specifically with in- 
vestigating VA and FHA insured housing. ‘Vhat is now public hous- 
ing. W e do not have the authori ity in this hearing. 

Mr. Becker. Do you wish to keep those rec ords you have? 

Mr. Rains. We will return these to you because we have many of 
these same complaints. 

The next witness is Mr. Stephen J. Sikely of the AMVETS 


STATEMENT OF STEPHEN J. SIKELY, STATE SERVICE DIRECTOR 
FOR THE STATE OF NEW JERSEY FOR THE AMVETS 


Mr. Rains. Please identify yourself. What is your position with 
the AMVETS? 

Mr. Stxety. State service director for the State of New Jersey 
for the AMVETS. 

Mr. Rains. Do you have a statement ? 

Mr. Srkevy. Mr. Chairman, on such short notice, I did not have 
time to prepare a statement. 

Mr. Rains. Speak a little louder, please. 

Mr. Stxety. I was delegated by the State commander on very short 
notice. However, I have this to offer from our organization. The 
AMVETS are in accord with the previous testimony given by the 
comrades of the American Legion. We believe that their testimony 
here carries a partial remedy of the over-all program. However, on 
the State level, we also feel that punitive measures should be placed in 
the loan guaranty program and greater authority granted the Vet- 
erans’ Administration, Loan Guaranty Division. By this we mean a 
policing authority, in order that they might follow the program to its 
full extent; that is, this would give them the authority to clear up the 
conflict that comes into the picture where the FHA comes into the 
question. 

We also feel that, to carry out this policing phase, they should be 
allowed an expansion and inspection unit. This would give them an 
opportunity to make for a better and more efficient job. 

Mr. Rains. T would like to say right there that you are going to 
have to pay more salary in order to get more competent men. 
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Mr. Srxety. We are in agreement with that. We want top men 
and top jobs. We believe that that is the fault of the program not 
only in this State, but throughout the United States. [Lf you want a 
good man, you have to pay him for his services. We believe that 
within the law it should be clarified to the buyer that those closing 
costs, Which include legal services, do not supply him with lawyer 


services at the closing. There is a great misap oe hension and the 
average veteran feels that he is being protected, but — has no legal 
protection whatsoever. We micht state, as AMVE' . in the State 


of New Jersey, from the Veterans’ Administration officials here in 
this regional office, we have : ilways received full and comple te cooper- 
ation. They are doing a job, we feel, with whi at they have and we feel 
it is an excellent job. That is why we make the recommendation on 
expansion. 

However, with the Federal Housing Authority, we in the State of 
New Jersey believe that the FHA should be in vestigated and any 
loan made where a veteran was involved, a check should be made. 
We find that—— 

Mr. Apponizio. You say that the FHA should be investigated. Do 
you have any specific knowledge of anything wrong in the FHA? 

Mr. Suxety. We make that statement because in our dealings with 
the FHA on these different—where they had already been in charge 
of appraisal, we have never received any satisfaction from that agency. 
We have to go to the VA. which does hot have the policing power. 
Yet the Veterans’ Administration is the one which gets us the results. 
However, ac ‘cording to the law 2 years b: ack, after it Was ame nded, it 
as strictly the FHA which was responsible for the th aisal. I have 
r partic ular one case where I had written and called the FHA over 
a period, I think, of 9 months back or a year back. I am still waiting 
to hear what they are doing on that particular project. I have photo- 
raphic evidence of flooded cellars and what have you. 

Mr. Apponizio. Where is that project located ¢ 

Mr. Stxety. That is Park Ridge Manor. 

Mr. Apponizio. How many homes in that development ? 

Mr. Suxery. We represented seven veterans in the complaint, six 
veterans and one nonveteran. 

Mr. Rats. Is that FHA insured ¢ 

Mr. SIKELY. It Was. The nonveterans Is and itisa panel job. 

Mr. Ratns. What kind of a job? 

Mr. Sikery. Panel. 

Mr. Apponiz1o. What do you mean by panel? 

Mr. Stxery. That is where they build five or eight houses within a 
certain space. 

Mr. Apnponiz10. How many homes in the development all together ? 
Is it just the six or seven ? 

Mr. Stxevy. That I don’t know. We just go into the complaints. 

Mr. Apponizio. What was the nature of the complaint / 

Mr. Srxery. Wet cellars. There are no gutters or leaders on the 
houses. 

Mr. Rains. Your complaint is that you had no response or no effort 
by the FHA to clear it up 4 


Mir. Sixkeny. That is correct. 


\\ 
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Mr. Rains. Of course, you realize that this committee is charged 
with the job of investigating FHA. That is what we are here for. 
If you have any specific things, we will take that up. If there are any 
specific charges on FHA, VA, individuals, or others, we want it. We 
do not want just rumors. We want the real facts. If you have them, 
we would like to have them. 

Mir. SrkeLY. Photographic evidence doesn’t iie. It is there. We 


send al Inspection team out when we have a complaint, We usually 
have a photographer and another capable man go down and take a 
look at his complaints. If they are there, we photograph them. 

Mr. RAINS. Have vou referred those complaints tO Clie RELA office 
here in Newark, or have you sent them to the Washington office / 


Mr. SrKELY. ‘lo the Newark office. 

Mr. Rains. And you have had no effort at correcting them / 

Mr. Stxeny. I beg your pardon ¢ 

Mr. RAINS, Nothing has been done to correct the COMptiaits ¢ 

Mr. Srxety. [am still waiting to hear from thei. 

Mr. App NIZIO. Llow long ago did you contact them 4 

Mr. SrKELy. The letter was sent to the KH A—— 

Mr. Appontzi0o. The approximate time will do. 

Mr. Stxery. About August 15, 1951. 

Mr. Apponizio. Have you ever followed up with any letters or 
menns of contact / 

Mia. SUKELY. No: I have not. I received a letter from the 

Mr. ADDONIZIO. How ado vou know that the FHA received the letter, 
to begin with ? 

Mr. Srxevy. Let me clarify that, please. The FHA sent a 
back on a nonveteran. In the letter they indicated that they had re 
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ceived the communication from my office. 

Mr. Apponiz1o. ‘That is what I wanted to know. 

Mr. Sixevy. In the letter they indicated that if the veteran was 
unsatisfied, to write to them. | called the KHOA. | spoke either to 
Mr. Whitesell or his assistant—L don’t remember which—and took 
objection to the letter due to the fact that it indicated that people 
that represented us were blind when they went down there and didn't 
make an inspection. 

Mr. Apponizio. Is that the remark that was made to you? 

Mr. Sixery. It was not made direct. That was the presumption, 
the opinion that I had when I read the letter. 

Mr. Apponizio. When did you have this conversation over the 
phone; how long ago 4 

Mr. SrKe.y. Vhat would be about September. 

Mr. Rarns. Is Mr. Whitesell still in the audience? We would like 
to have some report this afternoon about this gentleman’s request 
about the inspection. We would like to have it this afternoon. 

Mr. Wurresent. I would like to get the information from the gentle- 
man so that I can gather it. 

(The information requested above was supplied by Mr. Whitesell 
and is incorporated in the files of the committee. ) 

Mr. Rarns. If you have no further statements, we will take the 
next witness. Of course, you realize that I do not want to be unkind, 
but we have a lot of witnesses and I am compelled to move along. I 
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want to let everybody testify that is here, and that is the reason I 
must rush a little. 

The next witness, and we expect to adjourn at 10 minutes to 1, will 
be Mr. Feldman of the Jewish War Veterans. 


STATEMENT OF PHILLIP SEGAL, STATE HOUSING CHAIRMAN OF 
THE JEWISH WAR VETERANS 


Mr. Seca. I am appearing on behalf of Mr. Feldman, as State 
housing chairman of the Jewish War Veterans. 

Mr. Ratns. Will you proceed. 

Mr. Seca. Mr. Chairman and members of the committee, my 
specific violations deal with the Brunard Homes of Teaneck, N. J. 
I heard here a while ago when the able commander of the American 
Legion testified, that his department of housing chairman, Mr. 
Schneider, was going to testify tomorrow at Hackensack. I be- 
lieve that Mr. Schneider is going to develop on the Brunard Homes. 
He has some specific cases. I know your time is limited with these 
hearings and your investigation, and to avoid any duplication, being 
that we only had this one case and this one violation of one specific 
veteran, 1 would like, with your permission, to refer this entire 
matter to him to expedite things and save time. 

Mr. Rats. All right. 

Mr. Sreau. I would like to make a statement on behalf of the Jew- 
ish War Veterans, too. We have been quite close to the problem of 
veterans housing and all phases of housing in the State of New Jersey. 
The wrongdoings that we find with these violations of homes being 
bought by veterans could be eliminated, possibly, if the contracts in- 
volved would be between the buyer, the seller and the Veterans’ 
Administration. Also, with withholding a part of the final settle- 
ment funds until such specific period when the veteran has notified the 
various people involved that he is satisfied that everything has been 
done according to specifications and that he is satisfied with his home. 

We also feel that under the FHA laws, if we understand it correctly, 
that this money is financed by the FHA, and also that these inspec- 
tions of construction are to be made periodically as construction de- 
velops. There should be a more rigid inspection law whereby money 
granted and the phases of building be inspected as the different phases 
of the construction are developed. 

Also, that when approval is given by the Veterans’ Administration 
on a home loan, when an inspection or an appraisal is made, it not 
be made for an entire development of 50 or 60 homes by inspecting 
| home, but by inspecting each individual home as constructed. 

Mr. Rarwns. Is that being done and has it been done? 

Mr. Srear. It has been done, as I understand it, on the basis of 
probably an entire development, maybe three or four houses might 
have been built and it would be approved, assuming that the rest 
of them would be along the same lines. 

Mr. Apponizio. Is that a constant policy of the VA? 

Mr. Secau. Those are just rumors that I heard. 

Mr. Rartns. Could you give us the specific instance in which that 
occurred ¢ 
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Mr. Sraau. No, I could not. This is of veterans who have com- 
plained and made those statements. I have no backing on that or 
anything specific. Here is a gentleman involved and he claims that, 
to his knowledge, his house was never inspected individually. 

Mr. Apponiz1o. Where is that? 

Mr. Seeau. The Brunard Homes in Teaneck. 

Mr. Rarns. Is that the one Mr. Schneider is going to testify about 
tomorrow ¢ 

Mr. Sraau. I believe so. 

Mr. Rats. We will go into that further. 

Mr. Dotiincer. You mean when the veteran gets what he is entitled 
to, then the money should be released % 

Mr. Sreat. That is right, that would be my recommendation. 

Mr. Rains. Thank you very much for your statement. We will 
hear further about this tomorrow at Hackensack. 

Mr. Secav. The veteran involved here has some pictures. Also a 
statement from a building inspector from Teaneck. We will turn 
the full details over. 

Mr. Rats. ‘The committee will stand in recess now for lunch until 
2 p.m. 

(Whereupon, at 12: 45 p. m., a recess was taken to 2 p. m. of the same 
day.) 

AFTERNOON SESSION 


Mr. Ratns. The committee will be in order. 

I should like to announce, before we call the witness, that if you 
have a written statement with reference to the conditions on any of 
these projects, we would like you to file that because it becomes a part 
of the record in the case. In addition to that, we would like for you 
to subject yourself to any examination or questioning the committee 
desires. Therefore, if you have a written statement, you may file 
that and then sum up as briefly as you can, and then hold yourself 
open for questioning by members of the committee. Be specific wth 
us, please, because what we want to know is what actually is and what 
occurred, not what somebody thought occurred or might have occurred. 

The first witness is Mr. Donald J. Forsythe, president, Madison 
Hill Civic Association. 


STATEMENT OF DONALD J. FORSYTHE, PRESIDENT, MADISON HILL 
CIVIC ASSOCIATION 


Mr. Rains. Identify yourself for the benefit of the record and 
proceed. 

Mr. Forsyrue. My name is Donald Forsythe, of 1143 Greslin Ter- 
race, Rahway, N. J. Lam president of the Madison Hill Civie Asso- 
ciation of Rahway. 

This gentleman is Mr. Clifford Springett, one of our vice presidents 
of said association. 

My function as president of this association has been chiefly to 
garner the necessary facts, contact the necessary people and in gen- 
eral to bring together all the accumulated information in order to 
resolve this housing grievance which we are trying to resolve in our 
area, 
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With regard to substandard housing, some of the deficiencies in our 
homes are as follows: Flooded cellars, two-thirds of the 93 houses. 

Leaking, warping, and sagging roofs. 

Interior bark-infested, insect-infested flooring. 

Warped and cracked doors, defective hardware. 

No tar paper under the shingles; shingles falling off. 

Improper surveys. For example, driveways on neighbor's property. 

Poor drainage. Lakes in our back yards. 

Unexplained substitutions of materials. 

Other defects, too numerous to mention. 

Our discussions with the builder resulted in failure to bring cor 
rective action, SO We appealed to the VA in person and to the FHA 
in person 1 year ago this month. The theme of all the correspond- 
ence from the VA and the FHA was that there was no necessity for 
any investigation because of the builder’s previous excellent record. 
The people in our development feel that because the Government 
agencies involved have failed to alleviate any of the afore-mentioned 
complaints after 1 year, we have no alternative but to conclude that 
the Government agencies have shown partiality to the builder. 

For example, the VA inspected our homes five times and the FHA 
twice. At no time did any of the Government inspectors substantiate 
our claims. 

Mr. Coir. Before or after construction ¢ 

Mr. Forsyrur. After construction. Asa matter of fact, Mr. Frank 
Spatussy, a Veterans’ Administration inspector, eecused one of the 
women In our development of putting water on the floor to simulate a 
leaking foundation. On January 18, 1952, a meeting was arranged 
through the efforts of Congressman Clifford P. Case and our repre 
sentatives with the builder, the VA and the FHA to arrange a re- 
solvement of this grievance - 

Mr. Apponizi1o. Who is the builder ¢ 

Mr. Forsyrur. The Robbins Construction Co. of Kenilworth. Our 
representatives had to wait outside while the VA and the builder held 
a private caucus behind closed doors. The VA and the FHA, I re- 
peat, have steadfastly maintained that we have no complaints. 

Mr. Apponiz1o. Who was at this private caucus that you speak of 4 
When you say the VA, whom do you mean ? 

Mr. Forsyrne. Mr. Tate, Mr. Robbins, of the contractor, the people 
of our association, myself, Mr. Springett, and Mr. B. Way, members 
of our executive board. 

Mr. Rains. Who was present from the VA ? 

Mr. Forsytue. Mr. Tate. 

Mr. Rains. What is his job? 

Mr. Forsyrue. I believe that he is an appraisal officer. 

Mr. Ratns. Go ahead. 

Mr. Forsyrne. In November 1951 we appealed to Congressman 
Case, who personally inspected and confirmed the deplorable condi- 
tions of our homes. <As a result, Congressman Case, through Mr. 
O’Hern of the VA, arranged for a special investigation by Mr. Rebeth 
who was a fee inspector. The investigation took place on November 
11, 12, and 13 of 1951. To date we have been refused a copy of this 
report by the VA and have been told that it is confidential—confiden- 
tial to us, but not to the builder. 
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This is another glaring example of the unusual behavior of the VA 
in this issue. The FHA to date has offered no cooperation or solu- 
tion to our problem. 

Mr. Rarns. How are they involved, in any way other than by doing 
part of the inspection / ? 

Mr. Forsyrne. The FHA inspected the development originally and 
have been back several] times, and to date have been completely- - 

Mr. Ratns. But the loans are VA-financed ¢ 

Mr. Forsytue. Both FHA and VA. In conslusion, we submit two 
samples of substandard housing taken out of one of the homes of our 
veterans in our development yesterday, subflooring. This does not 
exist in just one home, gentlemen. It is in 40—beetle holes in this 
[indicating wood |. 

Mr. Rais. Where did that come out of the floor ? 

Mr. Forsyrue. Out of the subflooring. Here is another one. That 
is the underfloorine. 

Mr. Rats. Does it have hardwood flooring in it and this is sub- 
flooring / 

Mr. Forsyrue. You have hardwood flooring nailed to that bark. 
The hardwood flooring is coming up as the beetles consume the bark. 
Weask for remedial legislation and for immediate replacement of VA 
and FHA personnel who have not fulfilled the obligations of their 
office, and we further request immediate inspection of the homes in the 
Madison Hill development so that corrective action may be taken to 
remedy our complaints. 

Mr. Rains. What do these homes sell for? 

Mr. Forsyrnue. They sell for $9,500 for the two-bedroom and $10,500 
for the three-bedroom. 

Mr. Rarns. When were they built ¢ 

Mr. Forsyrne. We took occupancy | vear ago. 

Mr. Rats. Is this builder that you mentioned a moment ago still 
building—— 

Mr. Forsyrne. Very definitely. He is starting a new tract of 300 
more homes in an adjancent community. We have asked that he be 
stopped. 

Mr. Ratns. Do you know the name of any one of the inspectors 
who finally passed these homes on final inspection ? 

Mr. Forsytue. On the final inspection at the time of closing, I do 
not know. We were gullible in those days. 

Mr. Cox. Did you buy directly from the builder ? 

Mr. Forsyrue. Yes. 

Mr. Coir. And were these houses built for each individual, or were 
the individuals permitted to purchase after the houses were con- 
structed ? 

Mr. Forsyrne. We purchased during construction, but were not 
permitted to see the homes until we actually signed title. 

Mr. Coir. What do you mean? 

Mr. Forsytne. The doors were locked at all times to us. 

Mr. COLE. The doors were locked ? 

Mr. Forsyrne. Yes. 

Mr. Corr. Did you select an individual home for your particular 
purchase then ? , 

Mr. Forsytuer. Yes, from a map. 
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Mr. Core. But not from the home itself? 

Mr. Forsyrue. No. We were shown a model home, which, I might 
point out bears little or no resemblance to the product we received. 

Mr. Coir. Why ! 

Mr. Forsyrue. Because of the fact that certainly the quality of con- 
struction in ours does not compare to that house and I have a long list 
of deviations from that home if you would care to have it submitted. 

Mr. Cote. I think it would be nice to file it. 

Mr. Rains. Not only that, but we are going to send a very experi- 
enced architect out and we are going to find out if it really resembled 
the one. We are going to leave this architect here and we want him to 
find out whether or not that model home actually corresponds to the 
home you bought. If you will leave the information as to that, we will 
check into it for you. 

Mr. Cote. Were you told anything about inspectors who would— 
let us put it this way: What were you told about inspectors in con- 
nection with your home / 

Mr. Forsyrue. What was I told about inspectors? You mean Gov- 
ernment inspectors ¢ 

Mr. Cote. Yes. 

Mr. Forsyrue. Told by whom ? 

Mr. Cote. By anybody. 

Mr. Rains. By the sellers. 

Mr. Coir. By anybody prior to the purchase. 

Mr. Forsyrne. I was not told anything about any inspector. 

Mr. Corr. Why didn’t you just. buy a house and you got a bad house 
and why isn’t it your hard luck? I would like to have your answer 
to that. 

Mr. Forsyrur. Well, certainly through newspaper articles. 

Mr. Coir. That is what I am getting at. I want to bring out what 
your background is, why you think that the Government has any 
responsibility. If I buy a car, I buy a car. If I buy a chair, I buy a 
chair, and if I have a chance to look at it, it is my hard luck if I buy 
a bad one. I want to know why you feel you have been mistreated by 
FHA or VA. 

Mr. Forsytne. Certainly in the 1 year I have owned the home—it is 
my first home—it has been an education to me, and by watching the 
newspapers and talking to people in other developments, I have found 
certainly the Government has a position in this issue, too. They are, 
I am told, backing up our loans. They guarantee our loans, and cer 
tainly if they are going to guarantee ‘something, the product should 
be built so that it lasts for the ¢ omplete time covered by that guarantee. 
Asa result, through that, we have, in turn, appealed to the Government 
for aid. 

Mr. Ratns. What Mr. Cole is getting at is this: Did anyone make 
any sales talks to you and give you assurance that this house was like 
the model house, or that it had certain FHA and VA inspections that 
measured up to a certain standard, or did you just go in and buy it 
on your own ¢ 

Mr. Forsyrne. At the time of purchase, during that time, T was 
told that my house would very shortly be inspected by an FHA 
inspector. 

Mr. Rarns. You relied on the inspection service, then, to see that 
you got a house that measured up to certain specifications 4 
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Mr. Forsyrue. Sure. I know nothing about housing, but observed 
a very large crack in my foundation which runs completely through 
the cellar wall from top to bottom. I write to the FHA and ask them 
what they think about that. They tell me that they have no—they are 
not an intermediator between me and the builder and I should go 
and see the builder. . 

In other words, they did not care whether that foundation was 
going to fall down next week. They had no concern in that direction. 

Mr. Rarns. If I may say one other word, the FHA and the VA 
and the Government does not guarantee the construction of any 
house. They guarantee only the payment of the loan. That has been 
true from the beginning. However, if they assumed the responsibility 
of inspection, to see that it measured up to a certain specification, 
which it fails to do, then I think you have a just complaint, but just 
to assume that the Government will guarantee the construction, that 
has never been true. 

Mr. Forsyrue. I did not mean to imply that. 

Mr. Rains. What you are complaining about is the inspection serv- 
ices that turned these houses over, you say, in this shoddy and faulty 
construction. 

Mr. Forsyrne. That is right. 

Mr. Sprincerr. We were told at the time of purchase that our 
homes would be exactly the same as the model home, which is not 
true. 

Mr. Rains. Did the builder sell the home to you or some real-estate 
agent ¢ 

Mr. Sprincerr. A real-estate agency which has an office in the same 
office as the builder. 

Mr. Ratns. Are they part and parcel of the same corporation ! 

Mr. Sprincerr. I would say so, sir, but I am not sure. 

Mr. Ratns. Do you know. 

Mr. Sprrncerr. No, sir. They have an office in the same office as 
the builder. 

Mr. Rains. Any questions? 

Mr. Gamer. Thank you: no. 

Mr. Rarns. Thank you very much. We appreciate your coming. 

The next witness is Mr. Arthur Palumbo, Glen Ewing Veterans’ 
Association. 


STATEMENT OF ARTHUR PALUMBO, GLEN EWING VETERANS’ 
ASSOCIATION, TRENTON, N. J. 


Mr. Patumeo. I am Arthur Palumbo, from Glen Ewing, Trenton, 
N. J. 

Mr. Chairman, my case is the same as the preceding witness’. I have 
just made a very short outline to save time. It deals with the same 
problems as this other fellow. The main one is the inspection angle 
of the whole situation. 

Mr. Appontzio. Specifically, where is this development located ? 

Mr. Patumpo. Just on the outskirts of Trenton, N. J. The thing 
that I want to bring out is this. As I was watching the construction 
of the home, I noticed the same things were going on—bad lumber, 
and the type of nails they were using in the construction. IT was not 
lucky enough to get ahold of any information of that sort because 
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they sent me a letter that they were going to have me arrested if I 
tried to get any—— 

Mr. Ratns. Who sent you a letter they were going to have you ar- 
rested 4 

Mr. Patumepo. Their lawyer. 

Mr. Ratns. Who is their lawyer? 

Mr. Parumpo. Samuel Lenox, from Trenton, N. J. 

Mr. Apponrz1o. Arrested for what ? 

Mr. Patumpo. Mischievous: trying to tear down the building. 

Mr. Apponiz10. Were you trying to tear down the building 4 

Mr. Patumpo. I was not trying to tear down the building. I was 
trying to pick up a copy of these nails here, to show anybody that 
Was investigating the situation just what type they were. They had 
a man across the street, in one of the homes, the day I came home from 
work, and as I went there—this was while the local building inspector 
who got into this case—he did not approve of the construction of the 
home, where the VA inspector did. When I got in touch with him, 
the VA inspector, he said that he was not a construction man, that 
he did not know what good, sound construction was. He just made 
a final appraisal of the home. 

Mr. Rartws. What is his name? 

Mr. Patumero. Miller. 

Mr. Ratns. Give us specific facts. What is his first name and 
address ¢ 

Mr. Patumpo. It hasn’t got his first name here. It is M-i-l-l-e-r. 

Mr. Ratns. Was he a VA inspector in Trenton / 

Mr. Patumpo. A fee inspector. 

Mr. Ratns. Who was the builder involved ? 

Mr. Patumeo, Mr. Kiehl, from the approved Trenton Homes. 

Mr. Ratns. Go ahead. 

Mr. Patumpo. Here is the statement that Mr. Miller made, as to 
the certificate of reasonable value. I am going to miss some of it. I 
just want to get the most important part here. He says that my 
hot-air system was gas-fired. He was supposed to have made an in- 
spection on that. My hot-air system is oil-fired, with a 275-gallon 
tank just standing about 10 feet away from the heater. 

Mr. Rains. That paper you are reading from was a paper issued 
before anything was even started toward construction. That was 
the original plans before any type of construction was made; is that 
correct ¢ 

Mr. Patumso. This is existing construction. I did not see a copy 
of this until the day I went down for my closing with the lawyer, 
when I got a copy of this and found out what it was all about. 

Mr. Rarns. Instead of being gas-fired, it was oil-fired / 

Mr. Parumno. That is right; and he was supposed to have made an 
inspection on that in order to give the certificate of reasonable value 
out. ‘ 
Mr. Coir. Did you know that prior to the purchase it was supposed 
to be gas-fired ? 

Mr. Patumpo. No; according to the contract, mine was oil-fired. 

Mr. Corr. How were you misled by the statement? How were you 
personally misled about it ? 

Mr. Patumpo. Misled by what statement ? 

Mr. Corr. By the statement that it would have been gas-fired. 
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Mr. Patumpo. I don’t know. My contract called for oil heat and 
that is what I thought I was getting. In fact, I did get that, but here 
in the report that he made, it says it was gas-fired. 

Mr. Core. Your point is that the inspector did not know—— 

fr. Pavompo. Gas-fired heat from oil-fired heat. 

Mr. Coir. Do you contend that the oil-fired is less efficient than 
the gas-fired ? 

Mr. Patumero. No complaints on the heating. This is just on th 
inspection. 

Mr. Coir. All right; we have the point. 

Mr. Patumpo. I could not get the VA to come down and inspect 
this. although I wrote to them and told them about the construction 
of the home and the lumber and the stuff that was being used. They 
wrote me a letter stating that the only thing—it was a local matter 
and to goto the civil courts with it. J hired a |: awyer to study this case 
and he said, “With a certificate of approval like that, we haven’t got 
much of a chance in any court to try to show any cause in court of 
any guilt, because you have a certificate of reasonable value that 
was issued by the VA.” 

When I called the building inspector on it, he disapproved of the 
construction from the type of nails that were used in the Celotex. 

Mr. Coir. Do you have those nails there ? 

Mr. Pavumpo. Yes. That is where I almost got locked up, for 
taking those nails out. 

Mr. Warkins. My name is Kenneth Watkins. I am the staff 
architect for the subcommittee. 

Mr. Corr. I ask Mr. Watkins to comment on these nails. 

Mr. Warkins. What were those nails used for? 

Mr. Patumpro. Nailing the asbestos shingles right into the Celotex 
and gyp lath itself. Some of those nails were lucky enough to hit a 
stud and are holding on. ‘The rest of them were slowly vibrating and 
loosening themselves right out. 

Mr. Rains. You testified about your own problem. Is that typical? 

Mr. Patumso. That is in a group but I am picking out my own 
particular one, which I have more experience on and know more about. 

Mr. Apponizio. How many homes in this development? 

Mr. Patumpo. About a hundred, I would say. 

Mr. Apponizio. And how many have trouble ? 

Mr. Patumpro. Somewhere between 15 and 20. The main thing ] 
am bringing out, this asbestos thing goes back to the building inspector 
of the township. When I called him on it he came down and he did 
not approve the way that nail was put into the Celotex and the gyp 
lath. From what 1 found out, it was supposed to act sort of as a 
cotter pin, where it was supposed to open and hold the asbestos shingles 
on it. Those nails were too short to go through the Celotex and actu- 
ally open up. They might have done a good job if it was— 

Mr. Core. What happened to the Celotex ? 

Mr. Patumpo. It just has a hole in it. 

Mr. Core. Is it buckled ? 

Mr. Paromeo. It just punches the Celotex, that nail not having 
any spreading quality. 

— Mr. Rains. To get back to the real basis of your trouble. it is poor 
Inspection ¢ 
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Mr. Patumpo. That is it. I have a list of 28 deficiencies on one home 
and 1) or 20 on others. The time that I did have Mr. O’Hern down, 
with Brown and Tate, I showed him my bathroom, where there was 
only that one coat of prime paint put on the bathroom. They never 
bothered to put the finishing coats on. There is ye aceing down in my 
cellar missing. I would say about 10 feet of it. What bridging 
there is has one nail in it to support the bridging. 

Mr. Rarns. Do you have any statement prepared that you could 
leave with the committee to check further into it ¢ 

Mr. Patumpo. Yes; I have quite a few statements here. 

Mr. Rats. I wish you would leave those with the clerk of the com- 
mittee. We will check further into your problem. That is one of the 
problems we are confronted with. 

Mr. Cote. Did you see the house before you bought it ? 

Mr. Patumpo. Yes; I saw it. 

Mr. Cote. Were these deficiencies such that you could ascertain 
them when you bought the house, or were they hidden ¢ 

Mr. Patumpo, I saw all of it and I brought this to the attention of 
the contractor because I was advised by the VA that that was the right 
thing to do—that and the civil courts. When I hired my lawyer 

Mr. Core. This is before you bought the house 4 

Mr. Patumpo. As soon as I received the closing statement from 
Prudential that my loan was O. KK. and that the closing date was set, 
then I started to try to have these things taken care of before I closed 
the property, because those other people who did close before me, 
after they closed, the contractor just wouldn’t bother trying to make 
any adjustments to the damage that was being done on the homes. 
We were getting ready to take the contractor to court. He was just 
about doing the same thing with me. Up until that time, the building 
inspector was on our side as far as the construction of this home was 
concerned. When we notified him that we were going to go to court, 
he got ahold of the contractor’s lawyer—— 

Mr. Rats. Now you are talking about a city building inspector ? 

Mr. Patumepo. The township. 

Mr. Rats. That is out of our jurisdiction. We cannot do anything 
about that. 

Mr. Patumpro. The VA told me to go to court. When I tried to go 
to court, the building inspector, who had turned down the approval 
of the home, as far as he was concerned, all of a sudden said that the 
home was all right. 

Mr. Cote. Do you know why he said that, not a guess or a hazard, 
but do you actually know ? 

Mr. Patumno. I would like to say it, but I would rather not. 

Mr. Corr. Not unless you have facts on it ? 

Mr. Patumpo. Not unless I really have facts. 

Mr. Do.tincer. You want us to use our imagination like you use 
yours: is that it? 

Mr. Patumpo. A little better than mine. This building inspector 
Q. K.’s the property, and he says we do not have any more claim as 
far as going to court, because he was going to stand up with the con- 
tractor and back him up that the home, which he had disapproved of 
in a certain type of construction, was O. K. now. 

Mr. Rains. But that was a township inspector. 

Mr. Pavompo. Thad both of them. I talked to both inspectors. 
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Mr. Ras. Finally the township inspector came over and agreed 
with the VA inspector / 

Mr. Patumpo. Not with the VA inspector. He went with the con- 
tractor. The VA inspector says to me that he was not a construction 
man. He did not know good construction, and he thought that all 
these homes were the same. There was only a final appraisal made; 
and, from what Mr. Brown told me when he was down, they had devi- 
ated so much from the model home, the basic-type home we were 
supposed to get, that the fee appraiser could not make any inspection. 
The home was still the home. It is a basic 351 home. I just can’t 
see why the same type of inspection that was made of the one next 
door could not be made on mine. That is what we would like to 
find out. 

It is the same type of basic home, of course, with the expansion 
attic that I put up at that time, but the basic 351 is the same. 

Mr. Ratns. We understand your problem now, Mr. Palumbo, We 
have a lot of other witnesses, and we will try to check into that. We 
appreciate your coming all the way from Trenton. Thank you very 
much. 

Mr. Coir. At this point, Mr. Chairman, I would ask consent that 
our staff member and the VA and FHA may make some explanation, 
if any. about the nails to be put in the record. 

Mr. Ratxs. We will be glad to have it. 

Mr. Coir. Do you want these nails returned ? 

Mr. Patumpo. No: I can get some more out of the house. The 
most important fact there is that I put a claim in for storm damage 
because the wind has actually lifted these shingles up. The rain is 
coming underneath them and is wetting the insulation and everything. 
I put a storm-damage claim against them. I got a letter, and so did 
Prudential, that my insurance was being canceled and they were 
not going to pay my claim because, according to their underwriters, 
it was faulty construction that actually caused the damage and not 
the storm. They will not pay my claim. 

Mr. Rains. That is a very important point. 

Mr. Patumpo. They said that every one of those homes there, the 
shingles could be broken off and any damage due to rain they would 
not be responsible for. 

Mr. Corr. What company is that ? 

Mr. Parumeo, George Pearlman. He is with the Keystone Under- 
writers. 

Mr. Dotuincer. You got a certificate of occupancy when you got 
into that house, didn’t you? 

Mr. Patumpo. No. 

Mr. Dotiicer. None was issued ? 

Mr. Patumpo. None ever issued. 

Mr. Rarns. When did you go in? 

Mr. Pavompo, May 4, last year. 

Mr. Rarns. Is that true of other people besides you now / 

Mr. Patumpo. It is. 

Mr. Dotrincer. Do they issue certificates of occupancy in that 
township? Is that a requirement ? 

Mr. Pavoumpo, [never really did go in to find ont. 
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Mr. Do.tincer. That will be very important so far as your insur- 
ance claim was concerned because if there was a certificate issued I 
don’t see how they can get away from their liability. 

Mr. Rains. We will check into your case further. Thank you, Mr. 
Palumbo. 

Mr. Wirnaty. Will you submit a copy of that letter from your in- 
surance company for the record ¢ 

Mr. Patumeo. I am trying to make it so short, [ am missing the 
most important points. At the closing, I had to sign a release where 
I would not be able to take this contractor to court. to file any claims 
against him. 

Mr. Gamesir. Why did vou have to sign the release ? 

Mr. Patumpo. Well, I understood that was the only way I could get 
my home. I have a copy of it here. 

Mr. Corr. Who told vou that ? 

Mr. Patumpo. Their lawyer. 

Mr. Cotr. Whose lawyer ¢ 

Mr. Patumso., The contractor’s lawyer. 

Mr. Dotirncer. You don’t have your own lawyer, do you 4 

Mr. Patumpo. I had one, but I had to get rid of him. 

Mr. Dotiincer. When did you get rid of him, before the contract 
was completed or after that? 

Mr. Patumpo. I hired him as soon as I was advised by the VA to 
take civil action. 

Mr. Dotiincer. You hired him after you had eo gua your trans- 
action for the purchase of the building; is that right? 

Mr. Patumeo. No; this was before. I tried to get these claims ad- 
justed and corrections made, 

Mr. Dotiincer. Your lawyer represented you during the construc- 
tion ? 

Mr. Patumeo. I am very doubtful about that. You are asking for 
my opinion. 

Mr. Dotiincer. I can understand your reasoning, but what I am 
driving at is, was he in fact your attorney, whether he did anything 
or not? 

Mr. Patumpo. In fact he was my attorney. 

Mr. Dotiincer. At the time you signed the deed? At the time they 
gave you the deed, rather ? 

Mr. Patumpo. I did not have him there at that time. 

Mr. Dotiincer. Did you have him there when you signed the re- 
lease ¢ 

Mr. Patumro. No: because he was not doing me any good. He had 
these big three meetings 

Mr. Dotiincer. You signed your own release at that time. The 
lawyer could not have done any worse, could he? 

Mr. Patumpo. I can’t sav whether he could have done any worse 
or not. 

Mr. Apponiz10. What are these big three meetings that you speak 
of ¢ 

Mr. Patumpo. Between my lawyer, the building inspector, and the 
contractor. At one of the meetings, the last meeting, just before I 
had to get rid of my lawyer—I am sorry, if there are any lawyers 
around here, for making such statements 

Mr. Rarns. There are only about 10, but go ahead. 
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Mr. Apponizio. I want you to know, Mr. Palumbo, that about 90 
percent of the Members of Congress are lawyers. Fortunately, I am 
not one. 

Mr. Pavumeo. I just wanted to make that point clear, that I don’t 
have it against all lawyers. 

Mr. GampBie. We don’t practice before the FHA. 

Mr. Corr. These were FHA and VA—— 

Mr. Patumpo. Some homes were FHA, and the majority of them 
are VA. 

Mr. Coir. Are there any FHA and VA combined ? 

Mr. Patumpo. No; I don’t think so. 

Mr. Cote. What was the price of your house / 

Mr. Patumpo, $11,260. 

Mr. Rains. Mr. Palumbo, thank you. 

The next witness is Mr. Edward Jones, chairman of the Colonial 
Park Estates Home Owners Association. Mr. Widnall makes a very 
good suggestion: Any of you who appear as witnesses, who feel like 
you may have left out any important fact that you wish us to know, 
feel free to write a letter to the chairman of the committee or to the 
clerk and give us any facts that you might have left out that you 
think we need to know. Further, if there are those who are not in a 
position to testify because your name is not on this list, if you would 
like to offer statements, the offer stands for you as well. Any of you 
who have written statements that you would like to file, we will take 
those now. 

Is Mr. Jones here ? 

Voice. I don’t believe the gentleman is here. 

Mr. Rars. Is there anyone here representing Mr. Jones? 

(No response. ) 

Mr. Rarns. The next witness is Mr. George Armour, representing 
the Home Owners of Sunnyfield Homes. 


STATEMENT OF GEORGE ARMOUR, REPRESENTING HOME OWNERS 
OF SUNNYFIELD HOMES 


Mr. Ratns. Do you have a written statement? 

Mr. Armour. I have my own. 

Mr. Rains. Qualify yourself first, please. 

Mr. Armour. Mr. George Armour, Linden, N. J. 

Mr. Rarns. You may proceed. 

Mr. Armovr. I represent a group of Sunnyfield home owners. This 
development was constructed by Bay Construction. I have pictures 
of my own cellar that I offer now before I go any further. To my 
knowledge, this condition prevails throughout the whole section. 

In my own case, I know my cellar does not meet specifications. This 
must be the reason for the other wet cellars. 

Mr. Coir. Why do they not meet specifications ? 

Mr. Armour. Well, I believe specifications call for 4-inch cement. 
I am heavy, but not heavy enough to put my heel through 4 inches, 
and that is what I can do. 

Mr. Apponiz1o. In other words, the cement flooring just caves in 
from normal weight. 
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Mr. Armour. Well, in the beginning it did. After a complaint, 
they came down and put a thin coating on top of it which was ap- 
proved by FHA inspectors. 

Mr. Coir. What is the thickness now ? 

Mr. Armour. I would vouch that it is not 4 inches. If the specifica- 
tions in the cellar are not right, how do we know the rest of the house 
is right? The FHA ean turnish names and addresses of all com- 
plaints from Sunnyfield Homes. 

Mr. Rarns. You gave us the address of Sunnyfield Homes. Where 
is that located ¢ 

Mr. Armour. Linden, N. J. 

Mr. Coir. How many houses in the project # 

Mr. Amour. They started out with approximately 500, but they 
stopped at 200 because of the cost of construction going up. 

Mr. Cote. How much did you pay for yours? 

Mr. Armour. $10,490. 

Mr. Cotz. When. 

Mr. Armoor. In 1950. 

Mr. Dotiineer. What is the market value of those houses today ? 

Mr. Armour. The identical house I have now—they are still build- 
ing more homes. After a lay-off of 6 months, they started more con- 
struction. It has gone, I believe. to $13,900. 

Mr. Doturncer. What about the old buildings? Have any been 
sold, and at what price? 

Mr. Armour. You mean of the ones I bought ¢ 

Mr. Doturncer. Yes. 

Mr. Armour. I know of one case that has been resold. 

Mr. Apponizio, At profit or a loss ¢ 

Mr. Armour. That I don’t know. 

Mr. Doturncer. Is there a demand for housing in that area ? 

Mr. Armour. I believe so, sir. I personally called at the FHA office 
and was informed that all they were interested in was approving the 
loan. Well, when we signed up—in fact, a sign in front of the house 
in 1949, the model home, said “FHA approved and inspected.” That 
sign was there until the day I moved in. If that is the case, why do 
they put that on there ? 

Mr. Corr. Were you the first occupant ? 

Mr. Armour. The second. 

Mr. Coir. You knew nothing about the specification then? 

Mr. Armour. No; but I know plenty right now. 

Mr. Coir. We have to get at a fundamental problem here, and that 
problem is, does the Government guarantee to you a house built ac- 
cording to certain specifications, or did you just go buy a house which 
later turned bad and now you are looking to somebody to make good 
on it? Let us meet the facts and the issue because that is what we must 
do. We must be fair in every instance. We know that you are having 
trouble, but we also want to pin-point what the trouble is and what we 
may, as Members of Congress, do about it. Do you see my point? 

Mr. Armour. I see your point. Maybe I can read a stamp that is 
placed on a form: 


The construction shall equal or exceed the equitable FHA minimum con- 
struction requirements Each item of material or equipment shall equal or 
exceed that described or indicated. All parts shall be sound and construction 
free of faults. 
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After all, if the FHA inspected these homes, then why aren't they 
as they should be ¢ 

Mr. Core. Let me carry the illustration further. This is going to 
bother a number of Members of Congress. Assume that I had suffi 
cient financial backing that I might guarantee a loan, which Mr. Wat- 
kins made to you to buy a house. 1 merely say to Mr. Watkins that 
I will guarantee to him that you will pay the loan. I just sign a 
agreement to that effect. I want to be sure that you are not saying 
to me, just because I am being a good fellow and because I want to du 
something to help both you and Mr. Watkins, that I am not respon 
sible to you for everything that may happen by the builder who may 
have constructed the home. That is why we want to pinpoint the 
problem here. Legally there is some background for that attitude o1 
the part of the FHA and VA. 

Mr. Armovr. | still don’t follow your reasoning. After all, if it is 
approved by the FHA, are we to assume that they “don’t ins pect them ¢ 

Mr. Coir. Suppose I sent John Jones down there to inspect that 
property and said, “I don’t know, tell me whether that property 
worth $10,000 so I might guarantee it.” What have you got to do 
with that? You did not pay for that. That is the part we have to 
meet at. I want you to meet it so that you can help this committee. 

Mr. Armour. I believe vou have me all confused. I don't get you: 
angle there. 

Mr. Corr. Let us go on. 1 am just bringing up a question which 
is bothering me. After all, we are Just trying to find out what ts 
wrong with your house. 

Mr. Armour. You have pictures there to prove it. After all, a 
condition like that which prevailed over a year makes a nice damp 
house. I would like somebody to pay the doctor bills. To turn around 
and ask these veterans that are in my project, like myself, to spend 
$2,000 or $3,000 to keep that house, which we want to keep, you don’t 
go out every day and buy a $10,000 house. You don’t turn it in f 
a new one, like you do with a car. All we want is protection. If the 
FHA can't give it to us, then why approve it 4 

Mr. Rarns. Any further questions / 

Mr. Wipnaup. Did we get the name of the builder / 

Mr. Rarns. I believe he gave us the name of the builder. 

Mr. Armour. Sunnyfield Homes, Inc., constructed by Bay Con 
struction. 

Mr. Core. I might ask one more thing for the record. I, as a 
member of Government, am interested in what kind of a job the 
Government does in inspecting these houses. I do not want that 
misunderstood. Iam very much interested, but I tae to get way—— 

Mr. Armour. I have a demonstration. Now I think I know what 
you are after. We will assume this is a cinder block [indicating]. It 
is 8 inches this way. Now, in order to measure the thickness of my 
floor, the inspector takes a rule and measures how far that cement 
floor came up on that cinder block and says that is 4 inches thick. 
If that is the way they inspect, I never want to be an inspector. 
What is to prove that there are not two other cinder blocks beneatl 
that ? 

Mr. Apponizio. What method would you suggest ? 

Mr. Armour. A test bore is the only way you can measure that floor. 
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Mr. Rarns. Is that the generally accepted method by architects 
and builders who do good jobs? 

Mr. Armour. If he had done a good job, you would not have to do it. 

Mr. Rains. I don’t think you can expect any builder, whether it 
is FHA or not, when it comes to inspection, to go beyond the practices 
of the profession. 1 think you can at least require him to do that. 

‘Mr. Armour. Couldn’t we, after we prove the point that it does not 
meet specifications, should’t there be something done ¢ 

Mr. Rats. Of course, you pose a hard problem. I will answer you 
by saying this and I don’t want you to misunderstand. Your con- 
tract is with your builder. What we are trying to do is to see that the 
proper kind of inspection is done; but when you get down to the legal 
proposition, your contract is with your builder. The Government’s 
only business in this from the beginning is to insure the payment of 
the loan. It is a lending deal. But we are interested in seeing the 
failures of inspection so that we can try to straighten it out and in 
the future try to have that kind of business avoided. 

Mr. Armour. I won’t mention the name of the person, but the person 
told me that they tried to get a lawyer. ‘They went to three different 
lawyers. ‘They won’t tell me who they went to. They said none of 
them would touch it with a 10-foot pole. After all, if I had the money, 
I would get a lawyer. In fact, if I had the money, I would have some- 
body speak for me. 

Mr. Apponizio. Did they give any reason why they wouldn't take it ? 

Mr. Armour. Not to my statement. 

Mr. Dotiincer. Did you want them to work on a contingency or 
did you offer to pay a fee? 

Mr. Armour. We offered to hire a lawyer as a group. 

Mr. Dotirncer. On a contingent basis that if they collected he would 
receive compensation ¢ 

Mr. Armour. That is right. 

Mr. Rarns. I don’t think that is the proper subject of our inquiry, 
very frankly. I think that our inquiry looks to see whether or not 
you are getting the proper inspection by failure of VA or FHA. It 
does seem to me, from the looks of the picture in your basement, that 
there was something radically wrong. 

Mr. Armour. That prevails throughout the whole section. ‘That is 
only the highlights. There are other construction deficiencies that my 
neighbors have that I think would take too long to enumerate. 

Mr. Wipnati. When you bought a house, you wanted to buy a house 
and not a lawsuit. Is that what you mean ‘ 

Mr. Armour. That is right. I figured this way: If the FHA 
what it is, then I am protected as far as their knowledge of a house. I 
don’t know anything from the day I moved in there. ‘Today, I do. 

Mr. Wipna.t. It is also true that because of the inflation of material 
costs, your house might be worth more today than the day you moved 
in, but re because it actually met specifications. 

aie Armour. That is right. It is only inflation that brought the 
price up. The same identical homes, as I mentioned before, have gone 
up over $3,000. The builder right now is still continuing to build 
these homes in the same section. I think he should be made to fix our 
place before he goes further. 
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Mr. Wipnate. What vou are trying also to indicate to the commit- 
tee is that when a builder has been proven guilty of failing to meet 
specifications, not only once but a number of times, that the FHA and 
VA should go very slow on ever again dealing with that builder? 

Mr. Armour. I believe so. 

Mr. Wipnary. And to that extent the Government is very much in- 
terested, I believe. 

Mr. Armour. I don’t think this outfit should be allowed to build a 
home again. 

Mr. Doitincer. I was coming to that. I was going to say that ] 
don’t think we should go slow, but he should not do any building until 
he rectifies the-old ones. 

Mr. Armour. The ones in new homes are getting worse. 

Mr. Gampte. I think that is basically the trouble. They ought to 
be stopped right now. 

Mr. Dotirncer. I subscribe to that. 

Mr. Corr. I am going to be a little arbitrary because we are get- 
ting into a philosophy of government here. We do not give the 
FHA and VA a life and death sentence over all builders and determine 
which builder is a good builder and which builder is a bad builder, 
and therefore approve this one and disapprove that one. ‘Therefore, 
we want to make sure that we are reasonable and proper and just in 
our method of approach and not go completely overboard and say 
that the Government shall direct this builder to build such and such 
a house. ‘Therefore, we give them a judgment of life and death over 
a builder. 

Mr. Doutumcer. That is not a judgment of life and death. 

Mr. Gambier. I was not thinking of one case, Mr. Cole. 

Mr. Armour. I think it was Mr. Whitesell who mentioned that the 
“FHA approved” stamps on homes were taken off these advertise- 
ments. Well, in 1949 and until September of 1950, those signs were 
still out there. You can go up and try and buy a home in these de- 
velopments and ask “Are these FHA approved?” They will say, 
“We can get you any one you want.” 

Mr. Coir. Probably we can leave that on and then the Government 
can guarantee that it is properly built, or we should require them to 
put big signs upon each house that “You buy at your own risk. Pay 
no attention to anything that anybody said to you about specifications.” 

Mr. Armour. I would not be here today if that was the case. If 
we can’t trust the Government, what are we going to do? 

Mr. Rains. You made a good statement and I agree with you 
thoroughly. When they put up the sign “FHA loans,” too many 
people have felt that meant they were guaranteeing the house. Here 
is Where the FHA and VA fail, where you point out, when they fail 
to give the adequate inspection. You are entitled to that. Every 
man is who getsan FILA loan. For that reason, I think we are going 
to have to look to the inspection and appraisal of the VA and FHA 
t xceedingly close. 

[ will say this. I think they need more competent inspectors and 
appraisers, men who know their business, who are paid extremely 
good salaries because that is the only way you are going to get com- 
petent men to to the job. 
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Mr. Armour. I agree there. I think they should be paid a good 
salary, but they should know what they are doing. If you have to go 
to school to learn it, send them to school. 

Mr. Rarns. Thank you very muc h. 

Mr. Bractr. My name is Bethel Beagle. May I say a few words? 
1301 Prospect Drive, Linden. 

Mr. Ratns. Go ahead. 

Mr. Bracte. After I found out about this hearing that you were 
having, I went down to the VA and FHA to find out as much as I 
could, even though it is over a year since we bought these homes. At 
the VA office, I looked at the file that they have on Sunnyfield and the 
appraisal sheet and the blueprints that went with it. I copied a couple 
of notations on them. In other words, he read them off, that the VA 
and FHA stipulated that they should meet specifications that they 
had on file, although it did not say what would happen if they didn’t. 
In other words, are they just protecting the lender. and if they are 
protecting the lender and these things were made to meet specifica- 
tions, in the end result we would also be protected because specifica- 
tions would be met. 

Why have these things on these sheets, the files that have to be 
filled out, the forms, if they are not going to make the contractors 
and builders adhere to them? It is useless. In other words, the 
builders can use that as a blind to cover up dishonest construction. 
They lead the purchaser to believe that he is protected. In other 
words, I would still believe it now, even after all that is said, that 
there is an obligation. Why have it worded in such a way? 

I looked up some of the blueprints and I copied off the heating 
diagram that was there, some of the things that I thought did not 
meet our homes. In the diagrams and in the proposed construction, it 
would be a beautiful home. I would buy it even now if I could be sure 
that it would be like that. 

In other word, if they are going to have one set that is going to be 
submitted to the VA and FHA and then have a different set of plans 
by which they construct the homes, then it is useless to file. 

Mr. Rats. If they are going to do that, it is useless to have specifi- 
cations, to begin with, unless you are going to have them lived up to. 
That is the main point. 

Mr. Core. Can you file your diagrams with the clerk, or the diff- 
ferences between your house and the home which was contained on the 
specifications ¢ 

Mr. Beagrie. This is a commercial advertisement, but. our diagram 
was practically identical and it listed this company, the names and 
all the parts; that it can be done. In other words, they could not say 
that it was impossible to install such a heating system. It has been 
done. It is outlined there. 

Mr. Rarns. You can leave that with the committee also. Thank 
you very much, gentlemen. 

The next witness is Aime V. Carkhuff, Newark Real Estate Board. 

( No response. ) 

Mr. Ratns. I understand the next witness is Mr. Robert Gill, owner 
of Norwood Homes. 

Mr. Grit. We have a counsel here, Mr. Jack Silverstein, Trenton, 
and he can probably give you a briefer and quicker résumé. 
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Mr. Rains. We will be glad to have it. Of course, as I stated at 
numerous time, we don’t want to use this committee as a sounding- 
board for lawsuits pro or con. Is any of this already under litigation 
in court ? 

Mr. SrLverstern. No. 

Mr. Rats. All we want is the facts. We have to be careful about 
invading the rights of the courts. 

Mr. Sivverste1n. There has been no litigation started as yet. 

Mr. Rarns. What is your name? 

Mr. Suwerste1n. My name is Jack Silverstein, of Trenton, N. J. 


STATEMENT OF JACK SILVERSTEIN, TRENTON, N. J., REPRESENT- 
ING ROBERT GILL, OWNER OF NORWOOD HOMES 


Mr. Surversrern. My argument, gentlemen, will follow two phases 
in which you have expressed your interest before. The one phase is 
from the standpoint of the construction of the homes. The second 
phase is from the standpoint of the financing of the homes. 

Mr. Rarns. You are talking about Norwood Homes? 

Mr. Sunversrern. I am talking about Norwood Homes, constructed 
by Rona Manor, Inc., in Hamilton Township, N. J. That is on the 
outskirts of Trenton, N. J. 

I represent seven of these veterans in this development. Through 
financing arrangements, these veterans at the present time — them- 
selves right in the middle. Foreclosure has been started as far as 
their homes are concerned. 

The first phase I wish to discuss is the building phase of this mat 
ter. From the standpoint of the bulding phase, Mr. Van Syckle, who 
is the chief architect of the State of New Jersey, personally made an 
inspection of these homes. Second of all, here today is a builder, a 
licensed builder of the State of New Jersey, who made an inspection 
of these homes. 

Mr. Corr. Is this FHA? 

Mr. Surversrern. As far as the veterans themselves are concerned, 
itis VA. It is my understanding that the VA loan was made on the 
basis of the FHA inspection. 

Mr. Gampbte. Is it straight VA ¢ 

Mr. Smrversrerx. The mortgage that my clients have is entirely a 
VA mortgage, but it is my unde rstanding, from speaking to the Vet 
erans’ Administration, that their inspection report was based upon 
the inspection of FHA. 

As far as the building is concerned, it is not my desire at the present 
time to go into the smaller irregularities, the minor irregularities, 
but to go into the very basis and foundation of the home which makes 
them unsound of itself. This report of the State architect of the 
State of New Jersey—I wish just to read to you his opinion. He states 
that “workmanship in these homes”—and he made a thorough inspec- 
tion, to the degree of having part of the cellar floor broken and going 
down to the footings of the home—“with the exce ption of the inside 
sheetrock wall is very poor and does not meet the requirements as set 
out by the Federal Housing Authority.” 

Mr. Coir. Will you give us his name é 

Mr. Strverstrerx. Mr. Van Sycekle, chief architect of the State of 
New Jersey. 
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Mr. Corr. What are you quoting from there ? 

Mr. Surverstern. This is a quote from a newspaper. 

Mr. Coir. Which one? 

Mr. Strverstern. The Trentonian. 

Mr. Corr. What date? 

Mr. Sizverstern. Saturday, October 27, 1951. The reason that I 
do not have a copy of that report today is because the attorney gen- 
eral’s office of the State of New Jersey refused to release a copy of 
that report to my clients, although it is my knowledge that the builder 
has received a copy of that report. 

However, myself and the builder, the licensed builder of the State 
of New Jersey, Mr. Morrissey, who has also made an inspection of 
this building, went over the report, and if he will be given permission 
later on to speak as to his findings, we will receive the findings of an 
expert. 

I have also in my possession, gentlemen, statements from men who 
have actually worked on this job, and these statements concern them- 
selves with the basic structure of this building. ‘This is a statement, of 
which I have a copy and IT shall submit it to the committee, of an 
employee. ‘The employee answers to the name of George Pawliski. 

Mr. Corte. What is his trade? 

Mr. Sirverstern. He isa mason. He was asked: 

Q. Were you employed on the Norwood Homes project?—A. Yes. 

Q. What was the date?—A. In September of 1950. 

). What were your duties?—A. A mason. 

Q. Who was your immediate supervisor?—A. Mr. Collins. 

Did you work under his supervision and instructions?—A. Yes. 

Q. Did you ever work from the blueprints of the houses under construction?— 
A. No. 

Q. How was vour work outlined?—A. Mr. Collins showed us where the cinder 
block was to be laid and in what manner the work was to be done. 

Q. Did you know that the absence of a footing under a cinder-block wall con- 
stitutes a violation of the building code of Hamilton Township?—A. Yes, 

Q. Did you ever bring this violation to the attention of Mr. Collins?—A. Yes. 

Q. What was his reaction?—A. He told me to lay the blocks where and how 
L was told by him. 

Q. What was your reason for leaving this company ?—A. The things that I 
was forced to do to remain in the employment of this company were against all 
the good practices that I was taught while serving my apprenticeship to become 
a good mason. Mr. Collins had me lay block in a Swampy area without a foot- 
ing, in such a wet area that one man had to bail out water from the excavation 
in order for me to lay the block on the ground. This and other things that I was 
instructed to do was such a direet violation of all building ethics that I could 
not continue to work at my trade ‘or this company and retain my self-respect. 
Therefore, I sought work elsewhere. 

That is a statement as far as the basic construction of this building. 

Mr. Dotiincer. Is that builder still available or around ¢ 

Mr. Strverstern. He has his office at 589 Central Avenue. 

Mr. DotirGer. Isn’t that the basis of a criminal suit against the 
builder for a crime that he perpetrated ¢ 

Mr. Stiverstrern. These veterans, before retaining counsel in this 
matter—when they complained to the attorney general’s office, the 
attorney general’s office had both the specifications and had an actual 
architect’s report, the State architect’s report made on these premises. 
It was the opinion of the State architect that the building was built 
in a very, very unsound way. I have only explained some of the 
unsoundness—— 


i ia a 
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Mr. Dotrancer. What I am driving at is this: Forgetting the State 
attorney general’s office, the GI’s themselves, why haven’t they the basis 
of acriminal suit against the builder based on the testimony you read ¢ 

Mr. Strverstern. I believe they have. The reason they have not 
been able to get into that, as I will explain later on, is because of the 
immediate financial surroundings of this entire problem. 

Mr. Dotaincer. You can go to the criminal court because of the 
perpetration of the crime regardless of whatever remedy they may 
have in a civil suit. 

Mr. SILversTern. ‘The attorney general’s office has stated that in 
talking to the prosecutor of Mercer County, they have both come to 
the conclusion that there is no basis for a criminal suit. 

Mr. Doutiincer. They can be wrong and you people can be right. 

Mr. SiLversrern. ‘That is quite true. 

I have a further statement from one of the employees that worked 
for this building concern. He was a carpenter. 

Q. Who was your immediate supervisor ?—A. Mr. Watsh. 

Q. Did you work under his supervision and his instruction?—A. Yes. 

Q. Did you ever work from the blueprints of the homes under construction? 
A. Yes, but the lumber that was specified on the blueprints was substituted for 
different size lumber. The blueprints were ripped up to cover this fact and a new 
set of blueprints were used. 

Q. How was your work outlined ?—A. Mr. Walsh assigned us to our work daily. 

Q. Can you cite any other illegal practices?—A. Yes. In the studding which 
called for three nails top and bottom, we were to put two. 

Q. Did you ever bring this violation to the attention of Mr. Walsh?—A. Yes. 

Q. Did you know that these illegal practices were against all building regu- 
lations?—A. Yes. 

Q. What was his reaction ?—A. He told me if I wanted the work, I would have 
to follow orders. 

Q. What were your reasons for leaving this company?—A. The things that I 
was forced to do to remain in the employment of this company, together with 
the fact that I saw the blueprints destroyed in front of my eyes, made me realize 
that these building practices were against all good building practices and there- 
fore I walked off the job 
Now, gentlemen, because of the allotted time, I won’t spend any more 
time on the building construction part of it. Suffice it to sav that 
the walls are all cracking now because of insufficient footing. I do 
have pictures here of one of the items and newspaper clippings, which 
I submit. 

The second phase I wish to discuss is the way that my clients at 
the present time have gotten in the middle of a financial picture and 
are in a very precarious situation. Without the advice of legal coun- 
sel, after finding out all of these defects, these men—— 

Mr. Douiincer. May I interrupt you for a moment? It is not that 
we do not like to listen to their financial difficulties, because I sympa- 
thize with their plight, but in what way does that affect the commit- 
tee’s Investigation ¢ 

Mr. Sunversrern. In this way. That is what I was coming to. The 
homes were built by Rona Manor, Inc. The mortgage for all intents 
and purposes is identical, known as Stalford Mortgage Co. The real- 
estate agents who were responsible for the sale of these properties 
was Stalford Realty Co. The insurance was procured by those com- 
panies. Now, when the Stalford Mortgage Co. originally took the 
mortgage on these houses, immediately what they did was assign them 
to a banking institution, therefore insulating themselves against any 
direct action. 
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These veterans, not knowing their legal rights, for a period of 4 
months withheld these mortgage payments, thinking that they could 
get some redress from the builder. 

What happened is this: The builder has the same attorney as the 
attorney for the banking institution who brought the foreclosure 
action. When this matter first came to my attention, I advised my 
clients to make a tender of all the back payments, those monthly pay- 
ments, plus any court costs that were involved in the suit against 
them. This my clients did and their tender was definitely turned 
down. 

Mr. Rains. I do not want to interrupt you. I realize you have got 
something there. That is entirely outside the jurisdiction of our 
committee. What we want to know is why they got bad houses to 
start with and not some legal deal that transpired afterward. As Mr. 
Dollinger said, we sympathize thoroughly, but we do not believe this 
committee has any authority to go into that angle about the transfer 
of the mortgage. 

Mr. Gamexe, They are being foreclosed for failure to pay, is that it? 

Mr. Stiversrern. That is right. 

Mr. Dotiincer. How can we give you any relief as a congressional 
committee? We have no jurisdiction over that at all. Your purpose 
would be best served if we can find that this builder or these builders 
perpetrated a fraud in the erection of the premises. 

Mr. Stiversrein. That is correct. 

Mr. Doturcer. If we can go that far and establish that, we have 
done as much as we possibly can. 

Mr. Sitverstern. But the reason that the veterans are in this pre- 
carious situation today is, first of all, it was alleged, at least, that 
FHA approved these homes. I can find no information from the 
FHA concerning the approval of these homes. Thev state that the 
information is confidential. I have a letter to that effect. 

Mr. Dotuincer. They must have approved the homes if the mort- 
gage was guaranteed. The builder could not have gotten his money 
and the mortgage could not have been approved and guaranteed un- 
less they approved the homes. 

Mr. Su.versrern. One of the veterans has a letter from the FHA 
that there was no final compliance ever issued. 

Mr. Doturneer. Is it your feeling in the matter that the loan was 
never approved ¢ 

Mr. Siiverstern. Yes; my feeling in the matter is that the loan 
was never approved. 

Mr. Doturncer. If the loan was never approved, how do we come 
into the picture ? 

Mr. Sitverstern. The Veterans’ Administratation has stated that 
upon the approval of the FHA they gave their approval. It is the 
feeling that there was never an approval in the situation, a final com- 
pliance order, because I have a letter which one of the veterans re- 
ceived from the FHA, stating that to their information, to their 
knowledge, they have no final compliance order. 

Mr. Dotiincer. If there has been no guaranty of the mortgage, 
then we certainly have no jurisdiction over this state of facts that 
you speak of. 
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Mr. Git. If that be so, then is there any opposition to getting back 
my certificate of eligibility? The VA holds my certificate of " eligi- 
bility. 

Mr. Doturncer. The Government did not guarantee, on your getting 
the home, that the home would be in good condition. As I pointed 
out before, there has been a misconception of the idea. ‘The Govern- 
ment never approved the building. AI it says is that the FHA loans 
are guaranteed to the builder or to the bank. We are concerned, I 
think, insofar as the committee is concerned, to make certain that if 
there was any approval of FHA housing or the VA housing when the 
construction was faulty or bad, then we would go into that to see 
why they approved such loans. 

Mr. Gu. My house is not completed yet and I have a loan against 
me. 

Ir. Rarns. I think it is very clear from the statement that we are 
getting off the track a little bit. It is evident to me that you do have 
either a VA or an FHA loan. That it has been approved and that 
the fault was in approving, by inspection, the homes which came under 
it. I don’t think we want to hear any more about the lawsuit. 

We are interested in hearing about the type of building it was, be- 
cause it is clear that you had a faulty inspection of some description. 
If you have any more about the houses, we will take that. If not, we 
can’t go into the lawsuit. We are not concerned with that. 

Mr. Strverstern. On June 6, 1951, Mr. Symore of the FHA and Mr. 
Collisson, at random went through three of the houses. Upon their 
inspection, they declared that they were inadequately built. 

Mr. Cots. To whom ¢ 

Mr. Siiversrern. ‘The veterans themselves. 

Mr. Coir. To the owners? 

Mr. Stzverstein. That is right. They stated that no further Vet- 
erans’ Administration committments would be presented until the 
builders correct or repaid their complaints to date. 

Mr. Corr. Do you have the names of the men to whom they made 
the statement ? 

Mr. Sutverstein. Yes. 

Mr. Cote. Furnish that report for the record, please. 

Mr, Surverstern. I would like at this time to have a report from 

licensed builder of the State of New Jersey on his exact findings 
out at these homes. 

Mr. Rarns. Does he have a written report? I think he can file that. 

Mr. Marosy. My name is Nicholas Marosy. I have a written re- 
port. Iam president of Marosy Construction Co., Inc. 

Mr. Cote. Well, what is a licensed builder ? 

Mr. Marosy. Being incorporated to do business in the State of New 
Jersey as a builder, you still have to have a license. 

Mr. Coir. The State licenses you as a builder? 

Mr. Marosy. Yes. 

Mr. Rains. You may file vour report with the committee. 

That has to do with the buildings about which the gentleman has 
been talking? 

Mr. Marosy. Gentlemen, I have been reading over these minimum 
property requirements. This book has been put out by the Federal 
Housing Administratfon and here is another report here, inspection 
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permits, and this ordinance is put out by Hamilton Township, as far 
as their zoning regulations and their building regulations are con- 
cerned. The other evening, Saturday evening and Frid: ay evening of 
last week, I went out to the Norwood Homes and I i inspec ted 120 Nancy 
Drive, 104 Nancy Drive, No. 70 and No. 77 Nancy drive. 

I found that there was no footing under the foundation walls. Good 
building practice is a good 4 inches of 1-to-4 ote “epg concrete mix- 
ture for cellar floors. In the cellar of 104 Nancy Drive, Sam Brenner’s 
home, Mr. Van Syckle, the State architect, had asked Mr. Branner if 
he could chop a hole in the cellar so that he could determine the thick- 
ness, and also chop a hole in the cellar floor right at the base of the 
foundation, so that he could determine whether there was any footing 
under the foundation. Well, there was no footing there. That was 
quite evident. All we had there was a trout stream, you might say. 

Where I struck my hand under it to determine the thickness of the 
cellar floor, I found out that it was a very weak mixture, that it crum- 
bled in my fingers, and it was in the neighborhood of an-inch-and-a- 
quarter to an inch-and-a-half thick. 

Good building practice is that footings under lally columns—— 

Mr. Rarns. You realize, of course, that you testify on good building 
practice, but we are concerned with FHA specifications. 

Mr. Marosy. FHA and VA specifications, their minimum require- 
ment is 6 to 8 inches in thickness. Under the lally columns of these 
homes there were no footings because in two of the homes, they had 
pounded with a steel rod and sledge hammer right next to the lally 
column and with very little effort they had created a hole right through 
the floor and there was no footing under the floor. 

Also, the lally column did not have a steel plate or a cast iron plate 
which the lally column sets in, and in setting a lally column, first you 
have to set it on the footing and shim it up so as to get the sag out of 
your girder, to keep your house lined up properly. 

Then, when they pour the cellar floor, that concrete sort of anchors 
that lally column into position. Well, these lally columns that I in- 
spected in these homes were sticking up in the air 2 or 3 inches and 
they had a sort of a little mound of concrete put up there so as to hide 
it. It looked like an anthill, you know. 

Checking the sills, I found there were no anchor bolts bolting the 
sill down to the foundation. Now I am saying, assuming there was 
a flood, this house would slowly float away because it was not bolted 
down. 

Mr. Corr. No bolts? 

Mr. Marosy. None whatsoever. 

Mr. Cores. In all the houses? 

Mr. Marosy. Not that I have seen. 

Mr. Dotiincer. What you saw, would you say bordered on criminal 
negligence ¢ 

Mr. Marosy. I would say it was criminal negligence, yes. I don’t 
think a builder that takes any pride in his work would be afraid to 
spend an extra 15 cents per bolt to anchor them into the concrete 
wall. 

Mr. DotuiNcer. It is not a question of price. It is a question of 
public safety, isn’t it? 
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Mr. Marosy. It is also a question of public safety. If we had a mild 
hurricane, I would say that that house had a chance to tumble off the 
foundation. 

Mr. Apponizio. Do the minimum requirements of FHA require 
that ? 

Mr. Marosy. Yes. 

Mr. Cote. What else / 

Mr. Marosy. li should be bolted at WH every G feet around the 
whole outside area of the house. I also found that there was very 
poor sadiblennonia in these homes, possibly due to the fact that 
skilled help—any man that has any skill is going to go out and get 
eood wages. The ‘Vv were not payin o good wages out there. 

Mr. Rais. Let us keep the investigation in line. We are not in 
vestigatinge labor conditions. That is somebody else’s job. ‘Tell us 
whether or not they meet FHA minimum specifications. If they do 
not, it is wrong, and tell us who did it, without going into all this. 

Mr. Marosy. I will cut it short. Everything that 1 have inspected 
and have in my re om does not conform to the minimum requirements 
of the FHA or VA or vood sound huildi ng prac tice or engineering. 

Mr. Rains. That is on Norwood Homes? 

Mr. Marosy. Yes. 

Mr. Strversrern. Gentlemen, may I say this in conclusion: Due 
to the faultiness of the entire thing—and this is where the financing 
point comes in—these veterans now are going to lose the benefit of 
their certificate of eligibility. They are going to suffer damages. 
We cannot ask for reconveyance now. We are losing the property 
through foreclosure. We are svoiIng to proceed in legal damage 
through the courts. 

Nevertheless, these veterans are in a position now, whether it is 
an FHA fostered position or a VA fostered position—they are in a 
position where they are losing their veteran’s rights irrevocably. It 
is from that st: andpoint that I wished to present what I did to the com- 
mittee. 

Mr. Ratns. We appreciate your appearance. 

Mr. Wipnaui. And if these homes are lost through foreclosure and 
taken over by the lending institutions in foreclosure, and they resell 
at no loss, it won’t appear as any loss on the Government books, will 
it ? 

Mr. Stiversrern. I don’t believe so. 

Mr. Wipnatu. So the FHA and VA would be able to show a clear 
record despite the fact that there was a failure ? 

Mr. Sirversrern. I believe so, if the buildings are enabled to be sold 
for the _ e they originally sold for, that is, $11,500, and the veterans 
would not be liable for the deficiency on the bonds. Was that your 
point, sir? 

Mr. Wipnau. Yes. 

Mr. Srrversrern. I believe so. But from the Veterans’ Adminis- 
tration, we know that the certificate of eligibility now is lost, and the 
lending institution refuses to accept the tender and it is through this 
entire cycle that the veterans are being deprived of their rights. 

Mr. Wipnatn. Who was the builder on this project 

Mr. Stiverstern. Rona Manor, Ine. Stalford Construction Co.. 
Stalford Mortgage Co. and the mortgages then were assigned to the 
County Trust Co. in Tarrytown, N. Y. 
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Mr. Wipnatt. This was not the Stevens Construction Co. develop- 
ment ¢ 

Mr. Strverstern. This was the Rona Manor. 

Mr. Git. There are five men who own all the companies. 

Mr. Apponiz10o. Do you know who the FHA inspector was? 

Mr. Griu. Morris Goodseid. 

Mr. Ratns. Thank you very much. 

(Short recess taken.) 

Mr. Rarns. The committee will be in order. 

Ladies and gentleman, those of you who are still to testify, if I may 
have your attention a moment. We have yet eight witnesses. That 
simply means the testimony will have to be short and to the point, 
because we are going to conclude the hearing at 5 o’clock and I intend 
to hear everybody before that time. If I rush you, please understand 
I am only trying to give everybody a chance. 

The next witness is Mr. Gabriel Kirzenbaum, who says he represents 
the Middlesex County American Legion and represents 13 develop- 
ments. 


STATEMENT OF GABRIEL KIRZENBAUM, MIDDLESEX COUNTY 
AMERICAN LEGION, REPRESENTING 13 DEVELOPMENTS 


Mr. Rains. You may proceed. 

Mr. Kirzensaum. This committee was organized in order to get a 
concentrated opinion of all the veterans in these different projects. 
We are in a critical area. 

To begin with, I might mention that four of these developments— 
Haven Village, Stephenville, Lincoln Village, and Nixon Park—all 
employ the township engineer, and the builder’s engineer is the same 
man. In other words, the township engineer is the builder’s engineer. 

Now, in Stephenville, I have documented here all of the facts in a 
file with a composite report here. The major problem here is septic 
tanks that are not functioning. There are 300 homes in this project. 

A member of a civic organization in the township, who is a Rutgers 
professor, warned the VA and the planning board of the township, 
before the development was started, that septic tanks were not wath 
able. Still they paid no attention to him and went ahead. 

Mr. Coir. May I interrupt? That was solely VA? 

Mr. Kirzenspaum. The VA was notified by this professor. 

Mr. Cote. It was solely VA guaranteed insurance / 

Mr. Kirzennaum. Qh, yes. 

Mr. Cotz. Not FHA? 

Mr. Kirzenpaum. That is right. This same builder, which is the 
Terra Nova Construction Co., which is in the report, is now seeking 
to build 200 more homes in the area. I will offer this one to the 
committee. 

The next one is the Bruning development in Spotswood. Fifty 
homes have just started, and there the water supply is very bad. 
They dug only 18 feet, using only wells producing foul and discolored 
water. Cesspools have been installed for sewage until septic tanks are 
put in. One veteran, a plumber, states they are being installed against 
all proper regulations and will not function when they are finally put 
to use. 


Mr. Cote. Isthat VA? 


om ene we Ue 
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Mr. Kirzennaum. That is FHA. The veterans ask, How can the 
FHA allow the builder to do this ¢ 

May I call attention to the fact that the biggest development in this 
county, which is Washington Park, did not give us any information, 
although they have a committee of their own which disintegrated 
because they could not get any cooperation from FHA or VA. There 
are 600 homes in which there are many hundreds of complaints there. 

The next one I have is Englehurst Village in Greenbrook Township. 
Here the veterans of the committee made four visits to the VA in 
Newark. They got no results whatsoever. 

Mr. Coir. These are all VA? 

Mr. Kirzensaum. Yes. They finally got an inspector to come out 
for reinspection, and this inspector remarked, “Someone must have 
gotten paid to have passed these homes in the final inspection.” 

Mr. Apponizio. Who made that remark ? 

Mr. Kirzensaum. Mr. Reives; he was the inspector who made that 
statement. 

Mr. Gamete. Inspector for whom ? 

Mr. Kirzensaum. The VA. There is documentary evidence in here 
with regard to this. I may call the attention of the committee to the 
fact that the major stockholder of this development, which is now in 
bankruptcy, pulled out and is in a Windsor Village development of 
some 400 homes in East Brunswick. 

Mr. Rains. What is his name? 

Mr. Kirzensaum. His name is Glen Hartman. I suggest to the 
committee that something should be done to prevent things like that 
from occurring. 

Mr. Gampte. He has gone into business again ? 

Mr. Kirzenpaum. He went into receivership July 6 of this year. 

Mr. Rains. Now he is back in a new project with VA ¢ 

Mr. Kirzennatm. Now he is in a new project which is in the middle 
of construction. Many houses are completed. 

The next is Lahireie Park development, 117 homes; the builder is 
Lahireie Park Construction Co. 

Mr. Corz. FHA or VA? 

Mr. Kirzensaum. This is a combination. Plans of the builder are 
jointly inspected by FHA and VA. Major complaints: Septic tanks 
not functioning as they should, were not installed according to FHA 
requirements; building code violated. All these are in the file, gentle- 
men, and they all have been submitted to the committee. | 

Mr. Rarys. I must compliment you on having your reports well up. 

Mr. Kirzennaum. I am trying to be as brief as possible. I am not 
going into great detail on these. Here is one of seven homes, a develop- 
ment in Stelton. The builder is the Quality Construction Co. No 
landscaping whatsoever. The veterans as a group wrote the VA listing 
the following complaints: Shingles on the outside not put on correctly, 
no landscaping, water in the cellars, windows poorly fitted and they 
cannot work. ; 

That VA did not even acknowledge the veterans’ letter. 

The drainage has created a condition whereby an old resident is 
threatening to bring suit against these home owners, veterans, because 
of the drainage problem. 

Ranchero Village, which is now in receivership—— 

Mr. Gamsie. Where is that located ? 
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Mr. Kirzensaum. Piscataway Township, N. J. 

Mr. Apponiz1o. Where is that located ? 

Mr. Krrzenpaum. These are all located near New Brunswick. This 
is Piscataway Township, which is near New Brunswick. The major 
complaint is substitution of materials. The siding was supposed to 
have been California redwood. Instead, a poor grade of white pine 
was substituted, which in a year’s time buckled so badly that in most 
of the houses the sheating under it is exposed and rotting. 

The veterans have had to recover their homes with other material 
at an expense of from $500 to a thousand dollars a house. There was 
poor workmanship throughout. 

The next is the Nixon Park development. The builder is Raritan 
Dwellings. Inc. The Sommer Construction Co. is involved. The main 
officer is Mr. Sigmund Sommer. The major complaint is drainage. 
The area was a low swamp area. <All homes are built on cement 
slabs. Drainage of the area is so poor that water stands around the 
homes continually. 

At high tide, after heavy rains, storms of water have actually come 
into the homes. Water is continually vetting into the heating ducts 
which are laid in the cement slabs. As one of the men said, their 
homes are not heated by oil, but by steam in the pipes and around 
the pipes. 

Mr. Dorzinerr. Were those buildings built with the intention of 
having indoor swimming pools in them? 

Mr. Kirzensaum. I don't believe so. Major complaint: Shingles on 
the sides of the house have not been properly installed; nails are not 
holding the shingles; and after every storm the veterans must £o out 
and nail back shingles that have broken off. The attached letters ex- 
plain some of the work of the VA. The VA has given absolutely ho 
cooperation at all in any of these. 

Mr. GamBie. In these cases that you are 
VA or ru \ have been duly notified ¢ 

Mr. Kinzensaum. Many times, by letter and by delegations going 


down there. 


ringing to attention, either 


Mr. Gameeie. I just wanted to get that clear on the record. 

Mr. Kirzennaum. The next is Lincoln Village, some 200 homes, 
which I understand is going to be presented by Mr. Sherling. 

The next is Twentieth Century Building Corp., 40 homes in 
Metuchen, N. J. The complaints are in the attached letter. A num- 
ber of veterans in this development have made complaints about wet 
cellars, and so forth. When a veteran wrote the F HLA, he received a 
form letter saying, “Consult your lawyer.” 

The next is Haven Village. Haven Village is in Raritan Township, 
450 homes. The builder is Haven Homes, Inc. The major complaints 
are: 

l. Grading. 

2. Wet and leaking cellars and foundations. 

Leaking roots and windows. 

t. Poor workinanship on exterior concrete work, cracks and patch- 
work. 

Shoddy carpentry and paintwork, both interior and exterior. 

6. Heating unit and ducts not adequate. 

7. Unfulfilled promises to rectify major and minor complaints of 
workmanship and repairs on painting, carpentry, and masonry. 
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There are more in here, but the committee will be able to get it 
from the report that will be left. 

Mr. Gametr. Would some one of those complaints apply to prac- 
tically all of the 400 homes’ Are there any homes that are without 
fault and blemish ? 

Mr. Kirzenpaum. In Haven Village, I think Mrs. McAndrew can 
answer that. 

Mrs. Waurer J. McAnprew. I am secretary to this committee of 
the American Legion that Mr. Kirzenbaum represents, and 1am a resi- 
dent of Haven Village and a veteran. Tam an ex-Wac. The com 
plaints are general. What you will find in this report applies almost 
a hundred percent to all homes. 

Mr. Kirzenpaum. The township engineer was the builder’s engineer 
in this project also. 

Mr. Coir. How old are those homes ? 

Mrs. McAnprew. They are still building. 

Mr. Cote. What price / 

Mrs. McAnprew. They range from $10,000 to $13,000. 

Mr. Kirzensaum. This next is Sleepy Hollow development in 
Metuchen. The builder is Eleane Park, Inc. Major complaint, 
water in the cellar. Builder has made a small effort to correct con- 
dition, with little results. No grading. At the present time this 
builder is working on another large development in Metuchen called 
Nancy Village. 

Mr. Cour. Does each one of those cases show whether it is FHA o1 
VA? 

Mr. Kirzennaum. Yes. The next is Geary Park Estates, 192 homes. 
Major complaints, serious surface drainage problem. See the at- 
tached pictures and letters. We have photographs in here for the 
committee to see where the high and low tidemarks are. Very poor 
workmanship, carpentry, masonry, and painting poorly done. Homes 
are not weatherproofed, leaks in the roots. windows, and doors. See 
the attached pictures. Septic-tank trouble. Some driveways are in- 
stalled in such a manner that part is on the neighbor’s property. The 
borough engineer was also the developer’s engineer. Gentlemen, | 
think that is a very bad thing, and I wish the committee would please 
make a note of that. There should be some restriction against a 
borough engineer or township engineer being the engineer for the 
development. 

Mr. Gamer. That isa local matter. 

Mr. Krrzenpaum. True, but Congress could put in a regulation that 
they cannot act in dual capacity, where they have to pass on their own 
judgment. 

Mr. GamBie. What about the sanitary laws? 

Mr. Kirzennaum. Very, very bad, very lax. The complaints are 
now, on some of these developments, in the State board of health and 
they are not going to get anywhere there. 

Mr. Gamers. You couldn't do that up my way. 

Mr. Kirzensaum. I wish we could do what you have done. 

Mr. Wiwnaun. What was the name of that one / 

Mr. Krrzenspaum. Metuchen. That is about 6 miles from New 
Brunswick. 

Mrs. McANnprew. This is Geary Park Estates in South Plainfield. 

Mr. Kirzensaum. That is in Middlesex County also. 
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Mrs. McAnprew. This is the entire Middlesex Country. 

Mr. Kirzensaum. I may call the attention of you gentlemen to a 
Jersey Victory Homes development, which goes back to 1948, when I 
represented 100 veterans who were owners and they had such problems 
as real lakes in back and around their houses. I had complaints of all 
kinds that were tabulated, filed with FHA, with VA. I went to Wash- 
ington, to the Department of Justice. I went to the Governor of the 
State, the prosecutor of Somerset County, to Mr. Whitesell, to Mr. 
Brown. I went everywhere trying to get one little bit of a door open 
to help these veterans in their complaints of 18 fires inside of 2 weeks, 
where the oil burner was set in a well about 18 inches, and when the 
water would rise to meet the fire they would have an explosion. We 
met with the borough engineer of Somerville. We couldn’t get any- 
where. The veterans did not have money. It was 1948. They were 
young, just out of the service, trying to raise a family. They couldn’t 
raise money to go to court. We had to drop anything. We never 
got any cooperation from the FHA or from the VA. 

Now, there is something wrong if the VA and FHA gives no help 
when they get a tabulated form of complaints and they do absolutely 
nothing about it after. When I had been in thtis thting for about 
6 months, Mr. Brown had the audacity to write me a letter and say, 
“You have to get an individual letter of retainer from each one of these 
veterans,” which was ridiculous because he knew that I represented 
them and he had been so informed. 

I would like to—— 

Mr. Gamer. About 3 vears ago, didn’t you try to get in before 
the grand jury in some of the counties here in New Jersey ? 

Mr. Kirzenspaum. No, sir; I—— 

Mr. Gamer. You tried to get some action before some grand jury. 

Mr. Kirzensavum. I tried to get the prosecutor of Somerset County 
to do something. I tried to get the attorney general of the State of 
New Jersey. I tried to get anybody that I thought could help, and 
I couldn’t get anvbody that would do anything, where there was a 
development of 150 homes in which 100 of them were veterans and 
they were getting a raw deal. 

Mr. Gamer. Mr. Rains and I were on that Joint Housing Com- 
mittee about 3 years ago, and I know somebody testified or brought to 
our attention that they were trying to get grand-jury action up here. 

Mr. Kirzenpaum. Our committee recommends the following: That, 
if nothing else—and I will touch on this in a little while, as I just 
want to give the committee the suggestion—that the FHA and VA 
records be subpenaed by this committee with relation to escrow funds 
that have not been properly withheld. I think the committee ought 
to do that. They might find some very interesting material there. 
The VA and FHA should change their requirements to include—— 

Mr. Cote. Have not been properly withheld ? 

Mr. Kirzensaum. That is right. They have been handed over 
without the work being done. 

Mr. Corr. You mean they have disbursed improperly ? 

Mr. Krrzenpacum. Yes. 

Mrs. McAnprew. I could testify personally on my own house, for 
example, and this is typical, that we signed, as veterans, an escrow 
fund for the landscaping and the grading of the house because we 
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moved in in the winter, when the work could not be done. The 
builder did a job. The escrow funds were released without any VA 
inspector to inspect, to see whether the work was satisfactory. I 
know, because from the time the work was finished, I was on watch 
in my home, and the entire neighborhood was on watch, looking for 
a VA inspector to come and see what the job was like, to pass on it, 
to allow the extra funds to be released. 

Mr. Rarns. Was the job for which the escrow was retained ever 
done ? 

Mrs. McAnprew. It was done in a very unsatisfactory manner. It 
was hecessary for every veteran to redo it. 

Mr. Rats. What did they do with reference to it ? 

Mrs. McAnprew. I was right there when it was being done. I wit- 
nessed the whole procedure. No VA inspector ever came to O. K. that. 

Mr. Rarns. We have raised that question heretofore, and we have 
been told that it would be entirely possible for the VA inspectors to 
come there and check it without you knowing it. 

Mrs. McAnprews. If you ride by in an automobile to check a grad- 
ing job when it is like this, with holes and pockets and water standing, 
and with not the proper upgrading against the house so there is water 
in the cellar—you couldn’t ride by in an automobile and certainly a 
person who would come and inspect would be apparent and not in- 
visible. 

Mr. Ratrns. I agree with you on that statement. 

Mr. Kirzensaum. We requested a committee to recommend that 
the FHA and VA change the requirements to include proper rough 
grading in the back yards, which is not done. 

Mr. Rarns. I didn’t get that. 

Mr. Kirzenpaum. The VA and FHA change their requirements 
to require proper rough grading in the back yards of these houses. 
They don’t do the back yards. They will do the front, but they don’t 
do the back. Also, that the VA and FHA be reorganized to effect 
more efficient and effective administration of the control over build- 
ers, its inspection system, and its handling of veterans complaints. 

I just want to take a couple of more minutes. I want to challenge 
a statement by Mr. Brown that the loan authority has disciplined 
builders. Not one of these builders, against which there are com- 
plaints which are being filed now has any disciplinary action been 
taken. Some of those builders are going ahead and building new de- 
velopments. Sothat isa misstatement. The same thing in Washing- 
ton Park. That is a 600-home development. They have all kinds 
of complaints. They are still going ahead with another 250 homes. 

I would recommend personally, from my experience with this type 
of work—and I have had quite a bit—I would recommend that the 
escrow fund system be entirely overhauled. I would recommend that 
the inspection system be entirely overhauled and that the committee 
should do something about investigating the alleged illegal action of 
inspectors. 

I would recommend a performance bond for each house. 

[ would recommend that something be done to investigate charges 
that builders, large builders and large mortgage companies, have the 
FHA and the VA loan authority in their vest pocket. 

Mr. Corr. What was that? 
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Mr. Kirzensaum. Statements have been made up and down the 
State that large builders and large mortgage companies have the FHA 
and the VA loan authority in their vest pocket. I would recommend 
that protection be given, suitable protection—— 

Mr. Cote. What can we do about that kind of a statement / 

Mr. Kirzensaum. I don’t know. I will give you one fact. I was 
sitting in Mr. Whitesell’s office in 1948, at a conference with Judge 
Smith, who was the township attorney for the borough of Sommer- 
ville, the borough engineer of Sommerville, Herman Moselowitz, and 
myself, representing the Jersey Victory Homeowners, the veterans. 
We were in a conference in Mr. Whitesell’s office and one of the large 
mortgage company men walks into his office, walks over to his desk, 
while we are there, shuffles through all the papers until he finally 
found what he wanted and walked out. I leave that with you gen- 
tlemen to draw your own conclusions. 

1 don’t know what he was doing in there when we were in a private 
conference with Mr. Whitesell, who is the head of the office. 

I recommend that suitable protection be given to the veterans against 
this low and inferior type of building because they are not in a finan- 
cial position to sue. The veterans don’t have the money. 

I would urge that this committee should put in regulations, or have 
Congress put them in, that the VA should urge veterans to obtain 
counsel of their own when they are closing. ‘They don’t do it because 
they are told by the builders not to get counsel. In fact, when pur- 
chasers tell the developers that they are going to have counsel, they 
refuse to close with them. They tell them the ‘vy won't sell. 

Mr. Corr. Has that happe med / 

Mr. Kirzensaum. Yes, sir. 

Mrs. McAnprew. I testify as a buyer. We had our own lawyer 
because we sold the house that we had at the time. We wished to re- 
tain him to buy this development house. The developer refused to 
sell us the house. It meant forfeiting $450 that was put down as a 
down payment if we continued to insist upon our own legal counsel. 

Mr. Coitz. The developer told you that you may not have your 
own counsel ¢ 

Mrs. McAnprew. He would not sell us the house. 

Mr. Corr. Who was the developer / 

Mr. Kirzennaum. Haven Homes Inc. 

Mr. Core. And that statement was made to you by a representative 
of that company 4 

Mrs. McAnprew. At the time we came to close, we wished to have 
our own lawyer. 

Mr. Rats. You realize you are asking Congress to do something 
which Congress can’t do. The man does not have to sell you the 
house. He can sell it to you under the conditions he wants to sell it. 

Mrs. McAnprew. That is why there must be controls over the 
builders. 

Mr. Rains. There are certain things you can’t write in a law. 

Mr. Dotiuincer. Neither can we write in the law that a man must 
have a lawyer. 

Mr. Kirzenpaum. But when a de ‘velopment employs those tactics, 

e VA and the FHA should be put on their guard and they should 


not countenance it if they have it in their power. 
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Mr. Rains. I concur in that one, but that is a different recom- 
mendation, 

Mr. Wipnati. May I interrupt for a minute? What was that you 
said about your $450 deposit? You would have lost your 3450 deposit 
if vou had not gone through under his terms / 

Mrs. McAnprew. Yes. In his seller’s agreement, it said that if for 
any reason we did not wish to buy, we forfeited our deposit. 

Mr. Rarns. Nobody forced you to sign the original contract. I 
sympathize with you, but we have to keep within the lines. I agree 
with your idea, though, that they should stop that type of builder 
from continuing to build. But we can’t write in the law that says 
you must have a lawyer. That is everybody’s right if they want him. 

Mr. Kirzenpaum. There should be some protection to the veterans 
with regard to builders forming corporations for each development, 
and if the veteran has a claim he is going to sue a corporation that 
has absolutely no assets, is probably defunct and that is the end of 
that. 

Mr. Rains. You have a good recommendation there. 

Mr. Kirzenspaum. A lot of these builders refused to permit the 
buyer to inspect the house that he is buying until they have closed 
title. 

Mr. Corr. That disturbed me about one other witness, who said he 
could not get in the house. 

Mr. Kirzensaum. That is definitely true of many of these devel- 
opments, 

Mr. Cotz. You mean he already had a contract ? 

Mr. Kirzennaum. He has a contract. He has no lawyer. 

Mr. Corr. Then he can’t get into the house 4 

Mr. Kirzensaum. Until after it is closed. He can’t see any patent 
defects that are there. 

Mr. Rains. Let me remind you about what the facts are. In the 
first contract that he signed, he waived his right to look into the house. 

Mrs. McAnprew. No. 

Mr. Rains. You had a right to look at the house or get your money 
back. After all, unless you sign a contract saying you Waive yout 
right, you certainly could get your money back if you don’t have the 
right to look at the house. I know you would have that right in any 
State. Let us not get confused. 

Mrs. McAnprew. After signing the seller’s agreement, before we 
actually bought the house— 

Mr. Rats. If you will read the fine print in it, you will find out 
what you signed. 

Mrs. McAnprew. There was no statement in that agreement say 
ing we could not see the house, but a watchman was posted and if 
we wished to go and look at the construction of the house, we were 
shoved off and told we were trespassing. 

Mr. Wipnatu. I am very ¢ognizant of the legal rights that are 
involved here. I am a lawyer myself. I know that we have no 
right to go into contractual obligations that are involved. How- 
ever, as I understand, the whole purpose of the VA loan program 
was to make available to the veterans homes which they could not 
ordinarily afford to buy; to make it possible for them, with a 
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minimum of down payment, to go in with the $400 or $500 that 
they might have in their possession. 

The entire purpose of that act is being defeated if a builder is 
allowed to keep that $400 or $500 and make it impossible for him 
to go out and buy another house because he hasn’t got a down pay- 
ment. So we are interested to that extent. I think we are inter- 
ested in that evidence because it will bring out who are the builders 
who resort to those practices, so that they can be put on a blacklist 
in the future. 

Mrs. McAnprew. A request from any builder to submit a copy 
of his seller’s agreement to the VA would show that immediately, 
if the VA had on file copies of the seller’s agreement. It would 
be very apparent to the VA and FHA that a builder was operating 
in that manner. 

Mr. Rarns. One other suggestion, Mr. Kirzenbaum. Don’t you 
think that when we get down to all the basic trouble, if we required 
a performance bond or a warranty, whichever you want to call 
it, or a completion contract on certain dates, that would give these 
veterans the right they ought to have, to see that they got the type of 
building for which they contracted ? 

Mr. Kirzenpaum. | think it would help, together with an escrow- 
fund arrangement. 

Mr. Wipnatu. I would like to go back to one statement you just 
made. You said that in none of these cases where complaints have 
been filed has any action been taken against the builder. I have 
in front of me an analysis of complaints that was in exhibit D filed 
with the committee this morning, in connection with Geary Park 
Estates, South Plainfield, Middlesex County. In the analysis it says: 

Action against uncooperative builders, restriction is placed upon all other 
work of builder. Panels 846-991-1075 

Mr. KirzenpacM. I will answer that. That builder can go to the 
VA and say to the VA, “I have done everything,” and they will give 
himaclean bill of health. That is the thing to which I object. These 
people have proven that. 

Mr. Wipnatu. You have not answered my question. You made a 
flat statement that no action had been taken against any of these 
builders. 

Mr. Krezennaum. Effective action. I will amend that because that 
same builder can go on after he tells the VA he has done everything, 
and they don’t even send an inspector to check. 

Mrs. McAwnprew. In this file you will find evidence of that, where 
the VA or FHA have directed the builder to do something. The 
builder has evidently notified the VA the work has been done, with- 
out going near the veteran’s home, misrepresenting to the VA. 

Mr. Wipnati. Do you have any evidence to bear on the fact that 
after these complaints were not corrected, that this builder has ob- 
tained further VA or FHA financing? * 

Mrs. McAnprew. He is building a development which is within a 
block of where I live. It is under another name, Elizabeth Park 
Village. 

Mr. Krrzensaum. Englehurst Village, that builder has gone on to 
another development. 
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Mrs. McAnprew. This Geary Park formed another corporation, 
lizabeth Park Homes. The homes are being built. ‘The complaints 
that are represented here stand as of today. The work has not been 
done by that builder. Yet he is in the process of building this new 
development of 300 homes. 

Mr. Ratns. Mr. Kirzenbaum, I am sorry to cut you off, but we must 
hear the other witnesses. 

Mr. Kirzenpaum. I have one more point: that the veterans pay for 
surveys that they don’t get, and when they do get a survey, stakes are 
not there and they have to have it done all over again. 

Mr. Ratns. You have made a very helpful statement, siz 

The next witness is Mr. William C. Ribeth, president, Society of 
Residential Appraisers. 


STATEMENT OF WILLIAM C. RIBETH, NEW JERSEY GOVERNOR OF 
THE INTERNATIONAL SOCIETY OF RESIDENTIAL APPRAISERS 


Mr. Riseru. I am not the president of the Society of Residential 
Appraisers. I am New Jersey governor of the International Society 
of Residential Appraisers. 

Mr. Rains. We are glad to have you, sir. 

Mr. Risern. The only purpose of my being here is that I am in 
charge of the New Jersey chapters and our members throughout the 
State. My purpose in being here is to ascertain whether or not any of 
our members have breached their code of ethics and by so doing, we 
would like to know that. 

Mr. Rarns. We need to know a few things. What is your official 
national organization again? 

Mr. Riweru. The International Society of Residential Appraisers. 

Mr. Rains. Who licenses a residential appraiser or how does a man 
get membership in your society ¢ 

Mr. Rmern. A member of the Society of Residential Appraisers 
must qualify as such. He must have at least 5 years of training and 
experience in appraising residential property. He applies for mem- 
bership in that organization. It has a membership of over 7,000 
people. It has 83 chapters throughout the United States, Canada, 
and Hawaii. 

Mr. Gambier. He also has to have a license from the State? 

Mr. Rineru. A license / 

Mr. Gampste. If it is required in the State? 

Mr. Risern. Yes. 

Mr. Gamstr. In New York, I believe they require it, so he would 
have to have that license in order to qualify for your organization? 

Mr. Risern. Yes, sir, and also in Massachusetts, I believe. 

Mr. Ratns. Dothey pass certain examinations ? 

Mr. Rieern. Don’t confuse it with the American Institute of Real 
Estate Appraisers. That is a separate organization. We deal pri- 
marily in the appraisal of residential properties. Many of our mem- 
bers, throughout the State here, are both appraisers and inspectors 
for the Administration. 

Mr. Corr. And how do you qualify? 

Mr. Risetu. By examination. 

Mr. Rarns. Do you have a copy of your code of ethics with vou 
today ¢ 
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Mr. Rinetru. I do not. 

Mr. Rartns. Would vou furnish one for the committee ¢ 

Mr. Rieern. I shall be pleased to do that. 

Mr. Rats. As I understand, some of your members work for the 
VA or FHA for fee basis in the State of New Jersey / 

Mr. Rimeru. I do myself. My name was mentioned here today. 

Mr. Ratns. Where is your home? 

Mr. Rinetu. My home is in West Orange. My office is at 744 Broad 
Street, Newark. 

Mr. Rains. It is evident we need good and competent appraisers. 
One of the things I think this committee is going to be most inter- 
ested in is seeing that these veterans, in buying these homes, get a good 
appraisal by men who know. For that I think the Government ought 
to pay a reasonable fee. 

Mr. Apponiz10. You said your name was mentioned here today in 
conjunction with one particular development. 

Mr. Risern. That is right. 

Mr. Apponiz1o. What development was that ? 

Mr. Ripern. Madison Hill. 

Mr. Appontzto. Would you care.to make any comment ? 

Mr. Risern. There is no comment I can make. I made a special in- 
vestigation at the request of Mr. Brown. I rendered a report to Mr. 

grown which was confidential in nature. 

Mr. Rains. Was this a report about which Mr. Brown testified ? 

Mr. Riseri. I just don’t recall what he testified to. 

Mr. Appontzio. In your judgment, you feel that Madison Hill was 
in good condition 4 

Mr. Riser. I am not in a position to express that. I did not ren- 
der any judgment as to whether it was in good condition or poor con- 
dition. I rendered a confidential report to Mr. Brown. 

Mr. Appon1z10. Thank you. 

Mr. Ratns. Thank you very much. We appreciate your appear- 
ance. 

The next witness is Mr. J. Leroy Jordan. He says he is an at- 
torney speaking for 10 veterans who have purchased homes on Hazel- 
wood Avenne in Rahway, N. J. 

(No response. ) 

Mr. Rains. Mr. Leon E. Hendrickson, president, Parkway Vil- 
lage Association, Ew ing Tow nship, Trenton, HE 

( No response. ) 

Mr. Rains. Mr. Robert Scherling, Lincoln Village Civie Associa 
tion. 


STATEMENT OF ROBERT SCHERLING, LINCOLN VILLAGE CIVIC 
ASSOCIATION 


Mr. Scnertine. Mr, Chairman and gentlemen, I represent a num- 
ber of people who have associated themselves under the name of the 
Lincoln Village Civic Association, 

Mr. Rains. Do we have your name spelled correctly, sir? 

Mr. Scuertine. That is right. The Lincoln Village was mentioned 
by the gentleman who preceded me as being one of the villages near 
New Brunswick in Middlesex County, N. J. This group that I repre- 


HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 177 


sent consists of some 150 owners of property in Nixon, N. J., known 
as Lincoln Village. 

I was engaged by these members—and I represent 120 to 125 of the 
owners in those units. I understand that prior to my coming into 
the picture, a number of complaints were made by individuals, direc- 
ted to the Veterans’ Administration, without success. I am also 
told that when inspectors were sent to the various homes in Lincoln 
Village, these inspectors would agree and concede that there were 
various violations and that they would be attended to by the Veterans’ 
Administration. In most instances, I am told, responses were re- 
ceived from the Veterans’ Administration in which a statement was 
made to the effect that the complaints were corrected and the owner 
satisfied—something which was very strange, to say the least. 

I mention that fact because I was here this morning when, I believe, 
there was a suggestion made that the builders object to groups form 
ing for the purpose of making these complaints, but it is very obvious 
from these facts that individuals could not get the relief they sought. 

When I got into the picture, I wrote to the construction company, 
which I understand is the Sommer Bros. Construction Co., who in- 
corporated this particular village under the name of Raritan Homes, 
Inc., and who, I understand, are very big operators. 

What I tell you now is hearsay, but I understand they have projects 
in various parts of the State and also, I am told, as far as Syracuse, 
N. Y. I don’t want to make that statement as an emphatic fact, but 
that is what I have been told. 

[ wrote then to the Sommer Bros.’Construction Co., which in turn 
submitted the matter to their attorneys, who wrote me that if I would 
supply them with the list of complaints of each and every landowner, 
they would be happy to discuss it and rectify or discuss the matter at 
length. I also wrote to the Veterans’ Administration, and a repre- 
sentative communicated with me. I was successful in obtaining a 
conference at nis offices in Newark, and a discussion was had between 
a representative of the Veterans’ Administration, one of their ap- 
praisers, a number of my committee men in my group, and myself. 

This is my own observation. It was obvious to me that the attitude 
of the Veterans’ Administration and the appraiser was one of condona- 
tion of the builder’s infractions. 

Mr. Cote. How do you get that impression / 

Mr. Scurrnine. By the fact that they defended the infractions pre- 
sented to them. 

Mr. Corr. Did they do that by letter? 

Mr. Scueruine. I have a letter here which J think is very significant. 

Mr. Coir. Is there a letter from which I might draw an implica- 
tion, or is it just your implication from conversations 4 

Mr. Scueriine. I have a letter here which I think is more than an 
implication. 

We tried to confine the major complaints—and, incidentally, I sent 
to the Veterans’ Administration and the counsel for the Sommer Bros. 
Construction Co. a full list of all the complaints of each and every 
owner whom I represent in my particular group. I might add or 
divert for a moment in saying that my observation, too, is that these 
veterans have a feeling of frustration because of the continued at- 
tempts to obtain relief without success, and a number of then have 
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fallen by the wayside, and have said, “What is the use. Nothing will 
ever be obtained anyway.” 

At any rate, I have 120 or 125 persons who are very active and 
desire results. The infractions consist of the same type of complaints. 

After this conference we had at my office, we arranged to have a 
conference at one of the owner’s homes in Lincoln Village which would 
be attended by my engineer, if I sought one, the appraiser for the 
Veterans’ Administration, and a representative of the Administra- 
tion, with the understanding that if the floor were broken through and 
if a certain thing were found in the floor, that the repair would have 
to be made by the landowner. Otherwise it would be made by the 
builder. 

These homes in Lincoln Village are the eighty-five hundred homes, 
none of which have any basement. In other words, they have a foun- 
dation of gravel and so forth. 

We went to the home of Mr. Koppelman, who sits at my right, and 
the builder’s men were there. I had a Mr. Harold F’. Hansen, an en- 
gineer of great repute and long standing in New Jersey, a former 
member of the State highway commission, a representative of a num- 
ber of banks in New Jersey. He was there with me, in addition to 
Mr. Morris Goodseid, whose name was mentioned a little earlier, rep- 
resenting the Veterans’ Administration. 

The floor in the bedroom was chosen to be broken through. Meas- 
urements were made by Mr. Hansen and Mr. Goodseid and other mem- 
bers. Discussions were had. Mr. Hansen, who was there for the first 
time, made the inspection, and I might add, with his permission, that 
he found the place abominable. 

Incidentally, gentlemen, he has authorized me to state that if you 
gentlemen desire a statement from him as to the flagrant infractions 
as found in these projects, I would be very happy to send one to you. 
I tried to have him here today because I feel that he would enlighten 
this committee no end, because of his technical knowledge of housing 
and buildings, and so forth, and his knowledge of the Federal Hous- 
ing Administration rules and how there has not been not only a mere 
violation, but a complete disregard for the provisions of the Federal 
Housing, particularly in Lincoln Village. 

Mr. Cote. You are going to describe this floor in the building, aren’t 
you, in addition to saying it was abominable ? 

Mr. Scuertine. Yes. I have here a report sent on the letterhead 
of the Hansen Appraisal Co., Federal Trust Building, 24 Commerce 
Street, Newark 2, N. J., addressed to myself, dated August 2, 1951, 
in re Mr. Koppelman’s residence. 

Mr. Rarns. Why don’t you submit this for the record ? 

Mr. Scnertrne. It is not too lengthy and I do want to show you 
the answer that I received: 

The writer has on this date made a partial inspection of the construction of 
the one-family dwelling at the above address in the development known as Lin- 
coln Village. 

The subject property is identified as File No. 50AC404 in the United States 
Veterans’ Administration regional office at 20 Washington Place, Newark 2, N. J. 

Present at the time of my inspection were representatives of the builder, Mr. 
Frank Spatuzzi, appraisal analyst from the Veterans’ Administration, Mr. 
Koppelman, a group of other owners, yourself and others not identified by the 
writer. 
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Mr. Spatuzzi exhibited the Veterans’ Administration Form No. 2005 from 
their files covering the subject property. The form constitutes a condensed 
outline specification of the construction and equipment. 

The form includes, among other things, a clause which stipulates that the con- 
struction of the subject dwelling shall equal or exceed the applicable Federal 
Housing Administration minimum construction requirements, etc. These re- 
quirements are a somewhat detailed specification governing the construction of 
one-and two-family dwellings. Mr. Spatuzzi agreed with the writer that the 
above minimum construction requirements governed the construction of the 
subject dwelling. 

The writer inspected the concrete floor construction at two different points. 
A hole had been broken through the partition between the kitchen and the bath- 
room, just above the floor level at the drainage end of the bathtub. An open- 
ing had been left through the concrete floor at this point to permit inspection and 
repair of the drainage pipes and the edge of the concrete floor slab was exposed 
to view. 

The second hole was broken through the concrete floor, during the writer’s 
presence, in the rear bedroom near the corner formed by the exterior wall and 
the interior partition between the bedroom and the heater room. 

The writer measured the exposed edge of the concrete floor and found it is 2% 
inches thick. Immediately beneath the concrete slab is fiber insulation, %%- 
inch thick, coated on the underside with asphalt. The fiber insulation is placed 
directly on the earth, which is a semiplastic reddish clay with a slight percentage 
of fine sand. The earth is very damp, and when squeezed by the writer between 
the palm of his hand and fingers was compressed into a form which held 
its shape and clearly showed the impression of the individual fingers, clearly 
indicating the clay nature of the earth and its damp condition. 

The architectural plans prepared by Frededick W. Harsen, architect, Tenefly, 
N. J., governing the construction, indicates the concrete floor slab should have 
been 4 inches thick with a ‘4-inch fiber insulating strip 24 inches wide extending 
inward from the exterior walls, and a fill or bed of gravel 4 inches deep under 
the entire concrete floor. 

Where dampness will reach the slab, the Minimum Property Requirements 
for Properties of One or Two Living Units Located in the State of New Jersey, 
published by the Federal Housing Administration, require “a minimum thick- 
ness of 4 inches for concrete floor slabs on the ground with a 4-inch-thick 
porous bed of clean, coarse screened gravel, cinders, or crushed stone retained 
on a 1-inch mesh screen, drained if below grade. Provisions must be made to 
prevent cement paste or fines of concrete from filling the voids of the bed.” 
The above further requires that “either integral admixture to produce an 
acceptable waterproof slab, or smooth-surface roll roofing, asphalt felt, reinforced 
waterproof paper, or other acceptable material, lapped not less than 6 inches” 
be installed. 

The Veterans’ Administration Form No. 2005, above-mentioned, indicates that 
the concrete floor slab was to be 4 inches thick over a fill or bed of gravel 4 inches 
thick. 

The writer also observed the exterior painting which is peeling and cracking 
in some locations. 

The insulation in the attic is placed directly on top of hot air ducts, which is a 
serious fire hazard. 

The side wall shingles on other dwellings nearby have an exposure of 15 inches 
and the Veterans’ Administration Form No. 2005 requires a 12-inch exposure. 

The architect’s plans indicate three 44-inch bolts through the 4-inch by 4-inch 
wall plates, and set into the concrete foundations along the front and rear walls 
and not along the side walls. The minimum property requirements of the FHA 
require these bolts along all exterior walls on 8-foot centers. 

Mr. Ratns. We will take a short recess. 

(Recess taken. ) 

Mr. Rains. The committee will be in order. 

Now, let us make the statement brief, Mr. Counselor, because we have 
three more witnesses and 15 minutes to go. 

Mr. Scuertrna. At the conference it was conceded by the represent- 
atives of the Veterans’ Administration that what was found there did 
not meet with the minimum requirements of the Federal Housing 
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Administration rules. They still justified the building. I was then 
told to send a copy of Mr. Hansen’s letter to the Veterans’ Adminis- 
tration, which I did. I received a report, an answer from the VA, 
which is a page-and-a-half long, which I think is probably the most 
significant part of my discussion. 

Mr. Rats. We could read that very well if you will just put it in the 
record. We willsave that much time. We would like to have the orig- 
inal letter. If you want it returned, we will be glad to return it to you, 

Mr. Scuertine. Very well, but the point I want to emphasize is that 
the writer in the VA stated and admitted that there were variations 
from the FHA minimum requirements, but that it was satisfactory to 
the VA because of the desire for low-cost housing. He also justified 
the fact that the thickness of the slab underneath the floor and the clay 
and mud underneath the slab was satisfactory to the Veterans’ Admin- 
istration. Bearing in mind that we have no basement, and each and 
every one of the owners of these houses that I have contacted, are to 
the effect that their heating bills are twice those represented, and that 
the floors continuously are condensed with water even in the summer- 
time. 

{ might add that this examination was had in a very hot summer’s 
day in the latter part of July or the early part of August. There 
should have been no moisture in there. The very purpose for which 
the gravel was intended was lost by just using ordinary common clay. 

The point I want to emphasize is this: To my observation, if the VA 
had said to the builders, “We want you to rectify this thing,” they 
would have received the cooperation of the builders, but because of 
the condonation or the protec tion or defense given by the VA to the 
builder, they felt free to do as they pleased, and I do know that 
they are still building in other developments and L know they were 
very much concerned as to the reaction of the VA, so that no relief 
could be obtained by these people if the VA did not wish to assist 
them. That is the thing in a nutshell. 

We have here a situation where these veterans are hitting a brick 
wall. They can’t go anywhere because the VA does not intend to help 
them, even when they admit that the minimum requirements have not 
been met. 

I have also here a complete list of the complaints of each and every 
member of my group and I would like to submit this to the committee, 
if it so desires. 

Mr. Rains. Thank you. 

Mr. Scuertinc. By the way, there was only one thing they have 
done since that meeting. They conceded the fact that back porches 
were required and that the owners were entitled to them. What they 
have done since was to have brought some cement, without any founda- 
tion and put them in the back. It is reallv a facetious situation and 
they just sent these men there and they put some concrete on the back 
and that is what they have done. That is all the relief these people 
have obtained. 

Mr. KorreinMan. I believe I have some pertinent information. I 
had quite a job when I first moved into the village there. The building 
was not what I was told it would be. Being not versed on building 
codes, and sO On and SO forth, I did hot know who to go To, So I went 


to the builder. The builder practically promised me the world. He 


ne ent an ok oe 
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told me that everything would be taken care of, but I found out later 
that was because he was starting down there and did not want me 
to scream too loud. After 8 months nothing was done. The big beef 
down there is the heating bills and this terrible cold slab. In fact I 
have a sciatic condition right now which can be attributed to these 
terribly cold floors in my house. It is just like walking out on a cement 
sidewalk. With the room temperature at 75, it is like walking on the 
sidewalk out in the street in the middle of the winter. 

I finally got tothe VA. They promised me inspectors. They finally 
sent an inspector down, I am going to name names. They sent an 
inspector down to my house. His name is Nicholas Friday. Whether 
he is a fee inspector or an employee of the VA, I don’t know. 

Mr. Ratns. We can find out. 

Mr. Korrerman. Anyway, he came into the house and inspected 
everything and said, “Well, such is the case.” I found out later 
that he was the inspector that was supposed to inspect those houses 
in stages, as the building went along. That kind of stirred up 
hornet’s nest down there. Things went rolling on and on. This 
Iriday, in the sense of the word, got lost. We didn’t see him any 
more. Then I had to go up to the VA again. This was over a 
period of a year. Finally, we ferreted this Friday out and we 
found out later that he was a fee inspector from New Brunswick, 
N. J. 

He told me to my face one day in front of my house, “You made 
a bad deal. Why don’t you be a man and keep your mouth shut?’ 
Those are the man’s exact words. IT have had other inspectors down 
at my house, a man by the name of Morris Goodseid. I understand 
he is a fee inspector. He came down there and spoke like an attor- 
ney for the builder. He was present the day they broke through 
the floor in my house. 

When an intelligent man like Mr. Hansen, who is a recognized 
engineer, a building engineer, can stand there and hold mud in his 
hand and squeeze it together just like a mud cake, and have another 
man, who is supposed to be representing the VA, tell this man that 
that is gravel, there is something wrong. ‘They conceded, as Mr. 
Scherling told you, that we were supposed to have porches both in 
the front and back. We never had them in the back. The porch that 
we had in the front—and this is a fact—was just about 1 inch of con- 
crete laid down in the dirt with three flagstones in it. After this in- 
spection was made, the builder agreed to put porches in the back. He 
did the very same thing in the back, but only at one door. The other 
door remains without a porch. 

You are looking for names. I will give you names. I will give 
you all the names you want. I am not afraid to give anybody any 
names, regardless of results. 

There is one man, to my knowledge, who is actually straightforward 
on the whole deal and his name is Spatuzzi. He seemed to go into 
this thing with an actual heart, but as far as the other inspectors, this 
Goodseid—I am a very slow-thinking man, but after he left, I wished 
I had him here so that I could have punched his nose all over the 
back yard. 

Mr. Rains. I want to ask you one question and then we will move 
along. I want to know where this man Goodseid is? Does any- 
one know him here? 
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Mr. KorrenmMan. He has offices in Newark and he is an engineer. 
i understand he is hired on a fee basis by the Veterans’ Administration. 

Mr. Rains. Mr. Brown knows him. We will check into that. We 
will do what we can to help you. 

The next witness is Mr. Carl T. Mitnick, president, New Jersey 
Home Builders’ Association. 


STATEMENT OF CARL T. MITNICK, PRESIDENT, NEW JERSEY HOME 
BUILDER’S ASSOCIATION 


Mr. Mrrnicx. I don’t want to take too much of your time. You 
have had a hectic day. However, the position of the builder’s associa- 
tion is this. We don’t want to condone any poor building. On the 
other hand, we do want fair play. We have been hammering at those, 
and we know that we do have some bad boys. There are bad boys in 
every business. We have hammered at those fellows and today, at 
this time, we have come up, together with the VA, with a program 
and we have given the whole program here to your committee, of 
what the builder’s responsibility is and what the buyer’s responsi- 
bility 1s. 

Evidently, as you fellows can see, the members of this committee, 
you can understand that there are faults in the law. There is no 
question about that. There have been some allegations here which are 
horrible. I want to say that I desire to have a few minutes to go over 
those. I heard a man that just got off say, “I am told, I am told, Iam 
told.” He said nothing definite. Another one said, ‘There were sev- 
eral hundred of them that were wrong.” I don’t think that is fair. 
We had a man here—and this is one of the worst things I have ever 
seen—who says, “I am a licensed builder in the State of New Jersey.” 
He said that. You heard him say that. There is no such thing. If 
he has a license to be a builder in the State of New Jersey, he 1s the 
only builder in the State that has it. 

I have built thousands of houses in the State of New Jersey in my 
time, over a period of 30 years, and in that time I have had no license. 
You can’t get one. There is no license to get. 

Mr. Gampie. You have no law providing for it 

Mr. Mirnicx. No but still that man gets up here and says he has a 
license. 

Secondly, he gets up here and he says, “It should have a 4—inch 
footing.” Don’t you ever try to live in a house that has a 4-inch foot- 
ing. The minimum FHA requirement is 8 inches. I just want to tell 
you what his testimony meant tome. Nothing. 

When I questioned him afterward, he left the room very quickly. 
[ asked him where that license was. He did not know anything about 
it. But that is the kind of testimony you are getting here. 1 might 
say further that if you would take our industry, which is one of the 
biggest—and so is the automobile industry—and if you would put in 
the newspapers that tomorrow or next week we are going to meet in 
the Federal building and you can bring all your complaints, you would 
have had more visitors than you have had here today. 

I feel sorry for any veteran or nonveteran that doesn’t get the right 
type of house. We know that. However, there are certain things that 
YO On. ? 
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Mr. Rarns. Let me interrupt you to say that this committee is not 
under any false impression about the fact that the good-home builders 
of the country do not approve of the type of shoddy construction that 
some veterans have received. 

Mr. Mirnicx. In the first place, I will tell you that two or three 
of the names that were mentioned here are already in bankruptcy. 
They usually fall today. When they do shoddy building, that hap- 
pens. There is no question about that. 

Mr. Wipnatt. May I interrupt. They did not go into bankruptcy 
as individuals, did they ¢ 

Mr. Mrrnicx. Well, the corporation laws, I don’t write. I am no 
lawyer. We don’t write the corporation laws. 

Mr. Wipnatu. Are those people back in business under another 
name ¢ 

Mr. Mrrnicx. If the VA or the FHA would have such a require- 
ment, that should be looked into. I have no sympathy for the fellow 
who builds a bad house. He doesn’t do our trade any good. This 
business to myself and others means a lot. We have been in it all our 
lives. We want to continue to do that. We have made good livings 
out of it. Iam the regional vice president for the national association. 
We are coming out with a form of warranty which we call a service 
policy. In this thing that we have worked out with the VA, we are 
going to sign a letter to them, or part of the agreement or supplement 
to our contract of sale, in which we tell them what they are going to 
get, what they are to expect, and what is their responsibility. 

There are a few other little things. 

Mr. Gamepie. Your association has been trying to weed them out, 
haven’t you ? 

Mr. Mirnicx. It was brought up, the Camden case, this Brooklawn 
case. I was person: ally inthat. I called that builder in. I called that 
hearing in Camden. We got that fellow. It was definitely proved 
that the building was substandard. There was powder post beetle. 
We brought in an expert from the University of Pennsylvania who 
understood lumber. It was a case of wood bore. He definitely stated 
in could have happened after the building was constructed or before 
the lumber went into it. There was no way of telling. 

I said to that builder, in front of all those people, “You will have 
to fix that or else you are out of the association. We are not only 
not going to help you, but we are going to join these folks and fight 
you.” That fellow readily agreed to fix it. Your gentleman who was 
here today from the VFW and his cohorts, when we went—and I 
personally went to these houses, and this man made an effort to do the 
repairs, they were told “Don't let those gentlemen in.” They said, 
“Ton’t let him in because we are going to Congress and Congress is 
going to have your mortgage reduced by the sum of $2,500 a house.” 

That is what they told him. So the builder couldn't get in and 
he couldn’t do it. That isa fact and we can prove it. 

Mr. Coir. Who told whom ? 

Mr. Mrrnicx. Members of the VF W,. a man named Howard Paul 
Fox, told them—— 

Mr. Gamsir. Who? 

Mr. Mirnicx. These people, the owners, not to permit them into 
the house; not to permit any work to be done because you will preju- 
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dice your right to get your mortgage reduced $2,500. That is what 
happened there. 

Mr. Gambsuie. He forgot to tell us about that. 

Mr. Mrrnicx. Well, I am telling you and I can prove this. I 
wouldn't come here and make these statements. 

There is another thing that came up about lawyers at settlement. 
That is where you gentlemen have to correct this law. Do you know 
if a lawyer comes and represents these fellows at a settlement, he 
cant put ina charge? Just recently on one of my jobs, a fellow went 
there and put in a charge of $35, which is a reasonable charge for 
attending a settlement, or else they would have to use our lawyer. 
About 2 months later we got a letter from the Prudential: “You will 
have to send us a check for $35 because the law does not permit a 
veteran to pay any legal fees at the time of settlement.” If you 
gentlemen don’t know that, it is something you ought to know, 

Mr. Rains. That says that there shall not be charged up as a part 
of his loan any legal fees. You know, the constitutional right of any 
man to have counsel—you realize that what vou are telling us can't 
be. It says it shall not be charged up as a part of the cost of the 
loan. That is true. That is to keep from adding additional costs 
on to the veteran, but any man has the right to have a lawyer any 
where, any time, under any circumstances. 

Mr. Mirnicx. Will vou tell that to the Veterans’ Administration ¢ 

Mr. Rarns. That is definitely the law. All they have to do is look 
into the Constitution of the United States, 

Mr. Gamerr. The reason it was put in there is that it got to be a 
racket. 

Mr. Rarns. It can’t be charged up as part of the cost. That is 
your problem. 

Mr. Mrrnicx. That is our problem. We are confronted with 
archaic building codes. In Camden area we have 47 municipalities, 
We have 47 different building codes. 

Mr. Rains. I agree with you. 

Mr. Mrrnick. That is what we have there. The most recent build- 
ing code is 1909. They go anywhere from 1890 to 1909. This is what 
builders are confronted with. I can be building in Collingswood 
under one code, in the southern part of the State. I go into Marchant- 
ville and I am altogether different. I go to Cape May and I have 
to build under a different code. Nobody knows just what it is. 

Take your septic tanks and your water. Those septic tanks have 
to be governed by the local municipalities. What they tell you to do 
you do with them. In New Jersey, we do have clay. There is no ques- 
tion that our soil is clay, except at the seashore, where we have sand, 
and therefore have better percolation. 

I don’t want to take up too much of your time, but I have two more 
things: 

First, there is the question about the engineer. In most cases in 
New Jersey, why does a builder use the same engineer? Because there 
is no other. There is just no other. What can vou do about a thing 
like that? 

Then, the rottenest thing I have ever heard was this: They said that 
these rent lemen here, ¢ ‘hester Brown. Dick Whitesell—everybody here 
had them in their vest pockets. I have been in this business since I 
was a boy. I have known these fellows maybe since the FHA and 
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VA started. I can honestly say that there are no two tougher guys 
than that fellow Dick Whitesell and Chester Brown. So much so, 
that I personally keep away from VA jobs where I can, because 
of their rigidity and they are always coming out with new ideas 
and they are tough on you in order to see that these things don’t 
happen. 

Mr. Cote. I don’t think anybody has proven—— 

Mr. Mrrnicx. It is terrible. 

Mr. Core. I wanted this gentleman to make a statement of what the 
facts were when he said that somebody had the VA and the FHA 
in their pocket. That is a nice statement for the ne ria rs to pick 
up. I wanted to get the facts about it. His evidence of it was that 
somebody walked into the VA office and picked up a paper a walked 
out. This committee doesn’t pay any attention to that. 

Mr. Mrrnicx. I hope so. I am glad to hear that. 

Mr. Corn. It may be that they do have or do not have, but they 
haven’t proved anything so far as I am concerned. 

Mr. Mitnick. Frankly, I fought Dick Whitesell since there has 
been FHA, but he has never done anything that 1 know of. I would 
be the first man to condemn him if he did. 

Mr. Corr. I want to clear one other thing up. There is something 
wrong about some of these projects so far as the evidence today is 
concerned, something wrong about a lot of them. This committee 
is going to look into them. 

Mr. Mrrnick. Before I conclude, I want to say this: Your com- 
mittee should take into thorough consideration the fact that there 
is a difference between the builder’s responsibility and maintenance. 
When you buy an automobile, after a certain time, it becomes your 
automobile. You have to take care of it. If your carburetor goes 


wrong a year later, you have to buy a new carburetor. The same 
thing with a house. ‘There are certain times when it become a man’s 


house, whether he is a veteran or not. If it is an item of maintenance, 
he has to take care of that. 

Mr. Rains. We agree with that. But also, if you buy an automobile 
which is faulty when you drive it off, and within a few weeks after 
that everything is wrong with it, there ought to be some warranty. 

Mr. Mirnick. We agree with that. In conclusion, I want to say 
that this State association, of which I am president, and our national 
association will do everything in our power to help your committee. 

Mr. Rains. We appreciate your coming very much and appreciate 
your statement. 

I don’t have any name. 


Mr. Albert Gray. 


STATEMENT OF ALBERT GRAY, POST COMMANDER OF BLUE AND 
GRAY POST, AMERICAN LEGION, NEWARK, N. J. 


Mr. Gray. Mr. Chairman and gentlemen, I am here as a past com- 
mander of the Blue and Gray Post, American Legion, ap yeas I 
have been asked by the neighbors in the development of which I 
happen to be a member—L purchased a home about June and moved 
in in October. Mr. Dies, one of the attorneys who purchased a home 
at the development, was due to speak here in my stead. I understand 
he is not here and I am speaking for him. 











186 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


The purpose of my being here today is to have it go into the records 
that the Westfield Village that I am referring to has not lived up to 
their agreements. 

Mr. Rains. Built by whom ? 

Mr. Gray. Built by Heftler Construction Co. 

Mr. Rains. When was it completed ? 

Mr. Gray. There are about 30 families in a 79 project building. 

Mr. Ratns. What are the principal defects in the buildings? 

Mr. Gray. Primarily the water in the basement. That is the major 
issue, 

Mr. Rats. Have there been any inspections by the VA or FHA 
of that situation 4 

Mr. Gray. I understand there has been by the Veterans’ Admin- 
istration. 

Mr. Rarns. Has there been any correction ? 

Mr. Gray. None whatsoever. They have tried to dry the cellars 
up, but the only methods they used was to brush the water into a 
bucket and pour the water out into the street. They only have four 
or five men working. I have been called into several of the homes, 
one night to the home of a man by the name of Andrews, whose cellar 
has about 6 inches of water, completely covering that cellar with water. 
The woman could not go down to wash the clothes. They have a 
washing machine. She couldn’t wash the clothes for her children nor 
even enter the cellar unless she had rubber boots. 

That situation is very common in that particular home. None of 
the homes that I have seen have dry cellars and that includes my own. 
Some are not as bad as others. That is all I want to say because that 
is the primary issue in this particular case. 

Mr. Rains. We appreciate that and we will check into it. 

Mr. Gray. Incidentally, Mr. Chairman, the Heftler Construction— 
the mortgages are being handled by the Stalford Mortgage Co., which 
was mentioned this afternoon. The same mortgage company is in- 
terested in this particular project as well. 

Mr. Rats. Thank you very much. 

The next witness is Mr. Donald Eick. 


STATEMENT OF DONALD EICK, SPRINGFIELD, N. J. 


Mr. Eick. Gentlemen, I hope I don’t take too much of your time 
this afternoon. I have a specific complaint against the Newark office 
of the VA and in particular one of their fee inspectors. His name 
is Mr. Max Newberger, 972 Broad Street, Newark, N. J. 

Over a year ago, when my home was in the process of construction, 
I called Mr. Newberger, who I learned was a VA inspector, and told 
him that I had uncovered a deficiency in the construction of the house, 
namely, the bathroom floor. 

He proceeded to tell me what a good builder I had and what a good 
deal I had in getting the house and how many thousands of dollars 
more I would have to pay for it and suggested that I write a letter 
to the builder, not complaining, but informing him of the condition. 
[I have this letter and I will leave it. I have about two sentences to 
Mr. Newberger which I would like to put in the record. 

Dear Mr. NEwsBerGER: In accordance with your suggestion I have notified Mr. 
Schwartz of Hobart Construction Co. in connection with the discrepancy which 
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I mentioned in our conversation of several weeks ago. I have enclosed a copy 
of the letter for your files and I would appreciate your checking this specific item 
when making your final inspection. Thank you for your advice. 

Donap J. Elck. 

The nervousness comes from the fact that when you think of these 
things that have gone on for a year, you get a little bit mad inside 
and I apologize for the little tremor that is creeping out. I have been 
to Mr. Newberger’s office approximately six times over the period of 
the past year. In each case he has not been in. For that I can’t blame 
him because he is probably a very busy man. 

I recently—and I say recently, on September 19—filed a registered 
letter with my builder, where again I brought out mention of the 
tile and that nothing had been done. Two months later, on calling my 
builder on the phone, he finally acknowledged and sent a person to do 
that tile work. 

The man, in ripping up some of the tile noticed that the subflooring, 
or rather the plywood flooring on which the cement tiles had been 
coated, was never nailed down. My charge is that Mr. Newberger 
got paid for a job which he did not do. 

Several times I have been down to the Veterans’ Administration 
office. I have recently written a letter. Our plans and specifications 
eall for 3-inch insulation in the roof of the house. Two-inch insula- 
tion has been installed. There are 76 houses in the project. I don’t 
know how Mr. Newberger could have missed all 76. 

There must be definite proof that 3-inch insulation was called for 
and should have been put in, for the builder last week finally acceded 
and I have additional insulation in my home. Other veterans, my 
neighbors, have had to put the extra insulation in themselves because 
they just got plain tired of writing to the Veterans’ Administration 
here in Newark. 

I had one personal experience with the VA, a gentleman down there 
by the name of Mr. Dixon. I asked to see my plans and specifications 
called for in the particular house. He got it for me. I pointed out 
the insulation and I also pointed out that shutters were called for in 
the plans and specifications. He said “they were not put in?” I said, 
“No, they were not.” He said, “Write us a letter and we will send the 
inspector out there.” I said, “In all probability you will send the 
inspector who missed them in the first place.” He shrugged his 
shoulders and that is all there was to it. 

I see no reason why a persan cannot make a verbal complaint to the 
Veterans’ Administration and have it taken care of. I have never 
seen this Mr. Newberger, although he has been across the street and 
inspected other homes of veterans who have written to the VA. I 
was the one who did not go through the Veterans’ Administration and 
have my insulation. In other words, by calling the builder each day 
and bothering him so much I finally got better service than those people 
who had done the regular thing and written to the VA office. 

I would suggest this: if there is any doubt, I am sure the veterans in 
my vicinity would welcome very much to have you people come out and 
see these homes after a period of 1 year of completion. To be per- 
fectly frank, we think we do have a bargain, but to be equally frank, 
we think that there are certain things in there that the builder has left 
out, maybe not purposely, but we think if we had a little more co- 
operation from the VA inspectors and the local field office down here, 
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we would have done a lot better. There is a lot lacking. We don’t 
say it is utter corruption, but it is poor administration, at least. 

Mr. Rains. A very clear statement, Mr. Eick. Thank you very 
much. 

The next witness—and I think this is the last one—is Norman 


Zulauf. 
STATEMENT OF NORMAN ZULAUF, CLARK TOWNSHIP, N. J. 


Mr. Zuuavr. I havef't very much to say because everything else has 
been said about some of these projects. 

Mr. Rarns. Let me ask you a question for the record. What is the 
name of the project in which you live? 

Mr. Zuuavur. Sexton Village, and it is at the address given in the 
record. My home is Ruddy Place and I live in Sexton Village. 

Mr. Ratns. Who was the builder? 

Mr. Zovavr. Frank. 

Mr. Rarys. When was the project completed or when did you move 
in¢ 

Mr. Zuiaur. It was completed June 15, 1951. 

Mr. Rains. Was it VA insured loans ¢ 

Mr. ZuLaur. That is right. 

Mr. Rains. And VA inspectors ? 

Mr. Zuutavur. Well, we will say VA inspectors. 

Mr. Rains. You may proceed now. 

Mr. Zutaur. I showed this to the gentleman over there before and I 
asked him his opinion of this piece of wood. He said, “It is a terrible 
piece of wood.” I said, “That came off the front of my house.” I 
want to point out that that is supposed to be knotty pine. According 
to the Iumberman’s grade books, that would be about No. 3 common 
subflooring. That exists on all the houses down in Sexton Village. 

Mr. Core. Why do you say that it should have been knotty pine? 

Mr. Zutavur. That is what they told us. When we went to buy our 
homes, we were just like every other veteran. We were led to believe 
that the builders were doing right by everybody and so forth. They 
said we had a choice of three or four different types of homes, de- 
pending on the casement. window in the front. They pointed out to 
us that we would have a certain amount of work done, that things 
would be outlined and so forth. I have a cops of what they cudlver- 
tised. ; 

Mr. Rats. That is the sales representative 

Mr. Zutaur. That is right, that is more or less advertising. It shows 
in here just what the *y are sup posed to do. I have come across that 
the VA is very lax in their minimum requirements. They point out 
that everything has a minimum. I want to point out to the respective 
committee members here that there should be a revision on that. They 
should point out that it will be only minimum. That piece of wood is 
called for in the specification, that is vertical siding. That 1s what 
they put up. That is the minimum they can put up. They can put 
up anything because the VA has ap yproved it. 

I would say if you had that on your house, your wife would prob- 
ably complain so much you would take it off and put something else on. 

Mr. Core. [agree with you. What I was trying to get at was, what 
did the specifications call for? 
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Mr. Zuvaur. That is what I just told you. They called for vertical 
siding and that was approved by the VA. We complained about that 
because water used to come down the joints. When they set in the 
tongue and groove on that, that is the way it was set in, maybe a 
quarter, a half-inch, or three-quarters apart. If it would rain, the 
water would go in from the sheathing and then into the cellar. 

Mr. Rains. One thing we need to know, and I guess we ean find it 
out, but they do have certain minimum specifications of which the 
buyer is aware. Is that in their minimum specifications, or is that 
below the minimum / 

Mr. Zuvaur. That is where the VA comes in. That is the minimum 
specifications as called for by the VA. The VA says, “vertical sid- 
ing.” It doesn’t matter what they can put up. 1 won't say what they 
can put up, but they can put it up and the VA would approve it. 

Mr. Cote. Your complaint is that the specifications were not com- 
plied with— 

Mr. ZuLAur. They were complied with, but in a legal loophole by 
this piece of wood. I would like to point out this one factor. We are 
having the work done through the generosity of the people behind the 
Hutchinson Development Co. ‘They have come through and put 
roughly fifty thousand or more dollars, out of the goodness of their 
heart, into our development. We are the only development, as far 
as I know, that had any work done that the builder or the representa- 
tives of the builder had come back and done it. 

This Sexton Village, back in December of last year, or 1950—the 
people down there had a rough time. ‘They complained to the VA. It 
fell on deaf ears all the way through. We organized our Sexton 
Village Home Owners and Civic Association back last year, maybe 
in August or September, around that time. We pressed the VA so 
far. We went tothe VA over in Newark. We went to our Congress- 
man, Mr. Case. We went to Mr. Everett, the assistant chief appraisal 
officer of the VA. Mr. Everett came down and inspected, along with 
Mr. Tait, 1 believe. They said “We will submit a list to the builders. 
We will recommend that this work be done.” 

This is after everybody moved in and people started finding out all 
these items. What 1 can’t understand is how can the VA approve 
something and then come back maybe 6 months later and say, “It 
was faulty construction,” after they went through and approved it. 
That is what I can’t understand. There is laxity all through the 
administration down there. 

Mr. Rains. You sound to me like you are in better shape than a 
lot of the rest of them. 

Mr. Zutaur. | agree with you. I get down on my bended knees 
every night and pray to God that we have everything done. I feel 
sorry for the rest of them because of the corporation set-up. They can 
form a corporation and overnight they can wipe themselves out. That 
is one of the items that I am « ‘omph ining about. 

1 will gladly submit this list. This is a copy of the report that 
Mr. A. L. Everett, assistant chief of the appraisal section sent to the 
builder and to Stein & Stein, lawyers in Jersey City. In here it 
lists 17 major complaints. Those are just minor, as far as 1 am con- 
cerned. If you gentlemen would care to have this—— 
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Mr. Rains. We will be glad to have you file it with the committee. 

Mr. Zutavur. I would like to recommend to the committee that 
something be done as far as the VA is concerned, with regard to their 
laxity of inspections. We have been told that the inspection has 
been made and it is approved and everything else, as far as that is 
concerned. When we went down to the homes, we were kept away 
by a watehman that was armed, kept away from the development. 

The sales representative of this housing development sent us a letter 
stating to go down and inspect the property, which I think, and you 

can correct me if I am wrong—according to the VA you are supposed 
to inspect the property before you sign. Everybody down there went 
down to inspect the property and they couldn’t even get in the door. 
The man was right there with a gun and he kept you away. 

Mr. Corte. With a gun? 

Mr. Zutaur. Witha gun. We have definite proof of that. We have 
it on the police record. 

Mr. Coxe. Did you see it? 

Mr. Zutavr. He pointed it at me. 

Mr. Gambier. Why don’t some of them get suspicious when you get 
treatment like that ? 

Mr. ZuLavF. It all boils down to the laxity in the Veterans’ Admin- 
istration as far as the inspection goes. 

Mr. Coir. Was this at night ? 

Mr. Zutavr. No, this is daytime and night. 

Mr. Rarns. What you are talking about, of course, is a watchman 
ona building project ¢ 

Mr. Zonavur. That is right. 

Mr. Ratns. I wouldn’t assume he knew who bought houses or who 
had not bought houses. 

Mr. Zuvaur. You assume that also, but you also assume that he has 
been told that people will be down to inspect the property. 

Mr. Rains. What we need is definite statements about whether you 
had been, not what we are to assume. I realize, of course, that you 
have a right, as I said a moment ago, to look over your property, but I 
think you would have to look it over with a man with whom you had 
the contract. 

Mr. Zutaur. We couldn't find that man at that time. That man 
has since disappeared. Another thing, too; according to the specific: 
tions, this type of siding is permissible, but they do not say anything 
about the color. You can have two or three different colors on your 
house, which exists at this time. 

They don’t say anything about that. It is in the specifications and 
that is all they want. I just want to point out that the gentlemen 
that are behind this Hutchinson Development Co. have done every- 
thing in their power to remedy the situation. 

Mr. Rars. If there is nothing further at this time, we will stand 
adjourned, 

(Whereupon, at 5:30 p. m., an adjournment was taken to February 
12, 1952, at 10 a. m., at the Bergen County Administration Building, 
Hackensack, N. J.) 
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TUESDAY, FEBRUARY 12, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Hackensack, N. J. 

The subcommittee met at 10 a. m., the Honorable Albert Rains, 
chairman of the subcommittee, presiding. 

Present: Messrs. Rains (presiding), Addonizio, Dollinger, Gamble, 
Cole, and Widnall. 

Mr. Rains. The committee will please be in order. 

This is a special committee of the House Banking and Currency 
Committee, set up by a joint resolution of Congress, with the express 
charge—and I read this for the record— 

Of looking into Government financing of the insuring and guaranteeing of 
loans for private housing by any department or agency of the United States, in 
order to determine to what extent the insurance or guaranty of such loans has 
been granted in the cause of housing which is defective with respect to con 
struction, drainage, sanitary conditions, and other features, and to what extent 
the practices and procedures followed by any such agency or department, and 
any acts of omission or commission of officers and employees thereof, have 
facilitated or made possible the insuring or guaranteeing of loans for defective 
housing. 

Members of this committee, I am Albert Rains, of Alabama. 
On my right is Hugh Addonizio, of New Jersey; Albert Cole, of 
Kansas; Ralph Gamble, of New York; your own Congressman Wid- 
nall, and Congressman Dollinger, of New York, who has not yet 
arrived, and Deane, of North Carolina, who will not be present. 

This may be off the record. 

(Discussion off the record.) 

Mr. Rains. The first witness we are going to call is Mr. C. Conrad 
Schneider, of the American Legion. 


STATEMENT OF C. CONRAD SCHNEIDER, CHAIRMAN OF HOUSING, 
AMERICAN LEGION 


Mr. Scunewer. May I say at the outset, gentlemen, that my pur- 
pose in testifying here today is that the American Legion felt that 
there was a very serious problem in Bergen County on these housing 
deficiencies, and that if the individual veterans were to come here, this 
committee would only be able to get an indefinite picture of the 
situation. For that reason, we have taken it upon ourselves to try 
to present for all of the veterans the picture in the county, our recom 
mendations, in an effort to summarize and save the time of this com 
mittee. We have also collected a number of complaints in the last 
week. 
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We have tried to put them in the development and when I present 
them to you, I will just high light them so that I think m: aybe we can 
save some time of the committee. 

My name is C. Conrad Schneider, of Englewood, N. J. Tama 
practicing attorney and a former State commander of the American 
Legion. I appear here today as chairman of housing under the re- 
habilitation program of the American Legion for the purpose of 
presenting to you the complaints of veterans and to give to you our 
recommendations, if you see fit to receive them, for the correction of 
this condition. 

I believe that there are a problems or questions that must be 
raised in this matter. No. 1: What is the present condition in those 

‘ases where Government insurance has been granted for the mortgage 
lode, and under this heading we should check into the question as 
to what caused these things to happen. The second question is what 
steps can be taken to prevent a recurrence of this condition, and the 
third question is what can be done for the veterans already hurt by 
this condition and these building defects. 

We have here today a large number of complaints which we are 
prepared to turn over to the committee. These were collected in the 
last week, after a story was in the papers that we could present com- 
plaints to your body. We know that you received many others and 
there can be no question in anyone’s mind that there is a very serious 
condition present and that many of these building developments have 
been constructed in a very poor manner and that these veterans who 
have put in their last dollars into their home are in a serious way. 
We are not unmindful of the fact that when a new house is built there 
will always be small minor adjustments to be made and it would be 
unreasonable for a new home owner to request correction of all small 
details. It is a different story, however, where drainage conditions 
are poor because the veteran cannot correct these conditions. It is 
also extremely difficult for a veteran, to eliminate water in his cellar 
and the crushing of his foundation and the furnace being improperly 
installed and of improper construction, because these run into great 
expense and the average young veteran who is purchasing these homes 
isnot ina position to put out the money to correct this condition. An 
examination by you of these developments will find that these con- 
ditions actually exist. 

There are in this county many builders of good reputation who are 
doing honest work. In appearing for these veterans, I feel that we 
are also protecting the interests of the honest builder who is trying to 
do the proper thing by not only the veterans but all the people with 
whom he does business. We have many good builders and the ‘vy are 
doing a good job, but we have found that by reason of the VA mort- 
gages insured by the Government, a large number of people have come 
into the county for the purpose of getting quick profits without worry- 
ing about future reputation. It is these builde = that we are anxious 
to stop because they form corporations for the purpose of erecting de- 
velopments and then as soon as the developments are finished, fold the 
corporation and then go on to some other community with the same 
type of workmanship and again avoid any liability. 

These complaints consist mostly of flooded conditions in the cellars, 
in the grounds, improper furnaces, failure to insulate, septic tanks 
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improperly installed and constructed, improper flooring used, and 
other types of complaints. It is interesting to note that these com- 
plaints exist in certain communities and that in other communities 
where they have had development there are few complaints. For this 
reason, we claim that a great deal of the fault lies in faulty inspection 
by the local building inspector and also by the failure of the govern- 
ing body of the individual community to take strict measures to pre- 
vent these occurrences. 

After all, these communities will be saddled with the improper 
homes and primary liability is in the community to take these steps. 
Secondly, we believe that these mistakes are the results of the in- 
spection system of the Veterans’ Administration. We find for the 
most part that fee inspectors were used consisting of appraisers, real- 
estate men, and ‘other men associated with the building business. 
Many of these men do not have sufficient knowledge concerning plumb- 
ing and drainage conditions and engineering to make a proper Inspec- 
tion and these very same men one day represent the VA and the next 
day are doing work for builders. 

Mr. Dotiincer. You speak of faulty inspection. What do you 
mean by faulty inspection / 

Mr. Scunewer. We have no proof and the statement will show that 
we have no proof of any actual commission. 

Mr. Doutirncer. I want the record to show what you meant by the 
word “faulty.” 

Mr. Scunemer. I mean improper inspection, the inspector not 
having the ability to make a proper inspection and very slight inspec- 
tion. I think that some of these cases will bear that out. 

Mr. Coir. I assume you are also implying bias, are you not ? 

Mr. Scunemer. Yes, but I am not proving it. 

Mr. Coz. You are merely implying it but not proving it or attempt- 
ing to prove it? 

Mr. Scuneiper. I have no proof. 

Mr. Dotiincer. You want us to read into your own remarks what 
we think you mean, or what you mean by that? Those inspectors have 
not been faulty in their findings on other building erections, have 
they / 

Mr. Scuneiwer. The only thing I can say is that the results ob- 
tained 

Mr. Douiincer. How long have these inspectors been in public 
office as employees ¢ 

Mr. Scunetper. Some of these men that I know of as inspectors 
have been here and are doing a good job for many years. 

Mr. Dotiincer. So they should know better? ~ 

Mr. Scunemer. Yes, 

We find the FHA system of paying inspectors on a salary basis 
a more elflicient method of doing business than the VA inspectors, 
whom we consider to have been a terrible flop. 

The last reason that we believe these things happen is because of 
failure to enact into legislation safeguards or enactment of rules with- 
In the administration for the purpose of safeguarding the rights of 
these veterans. 

We recommend that the following things should be done to prevent 
a recurrence of these serious conditions. 
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1. The licensing of the builder either on a State or Federal level 
so that a builder must show qualifications for the purpose of building 
developments with Government-insured mortgages. 

2. The furnishing of surety bonds by the builder before starting 
a development to insure his compliance with proper building prac- 
tic es s and the requirements of the Federal agency. 

A better engineering report to be obtained by the Federal agency 
wl ior to the start of the development. 

Mr. Rains. You realize, of course, that in doing that, it is going 
to be necessary, according to testimony that we have heard in “New 
Jersey, for the Government to employ considerable engineering facili- 
ties of their own? 

They say that in many instances, the only engineer available is the 
town engineer, and that he acts both for the city or the municipality 
or the local governing unit, and for the builder. Therefore, you are 
advocating that the VA or the FHA have within its own orguniza- 
tion the facilities with which to do a thorough engineering job be- 
fore it is located; is that right? 

Mr. Scuneiper. Either that, sir, or because of the limitations what 
might exist, certainly that they can require from the builder a detailed 
certified engineer’s report as to water conditions, water table, and so 
on. Then, with a more limited staff within the Federal Agency, to 
check those. I think if they are on the job, they can find out very 
quickly if that engineering has been properly done. 

Too often have we found that there were water conditions or other 
special conditions which should have required special attention but the 
VA had no knowledge of this at the time the development started, 
or, if they had the knowledge, they have not set up special conditions 
for the development. 

I might point to one particular case we are going to present. I 
might take the case of Panorama Homes, Panorama Village, down in 
Moonachie, which is down where the Teterboro Airport is. Anybody 
could tell you that you have a very bad ground condition. Certainly 
minimum specifications for some sandy soil somewhere would not meet 
the requirements of that particular development. 

Raising the minimum specifications for construction. Setting up 
of minimum specifications is unsatisfactory when we compare one 
piece of land with sandy soil and good drainage with another situation 
such as in Moonachie in our country, where there is a very low marshy 
land which would certainly require special attention. 

Mr. Rarns. You realize that when the VA raises building specifica- 
tions, it is also going to raise the price? One of the great troubles that 
we have found over the Nation is the ability of the veteran often to pay 
the price which he is required to pay now. 

Mr. Scunemer. I think that, from the light of experience of these 
veterans here, they would be glad to tell you now that they would have 
paid $750 more on a house in order to get proper drainage and no water 
in the cellar. 

We feel these minimum specifications should be increased not only 
basically, but also insofar as special developments are concerned. 

The establishment by the Federal agency of a definite written 
contract to be used in the sale of homes where VA mortgages are to be 
used. The average veteran received on the sale of these homes a con- 
tract, which, to any lawyer, is so ridiculous that it is amazing that the 
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Government agencies have not taken steps to prevent it. I have rep- 
resented people who have received contracts where it is not even set 
forth that nares is a house going to be on the property. 

Mr. Rays. Of course, he received that contract from the builder, 
aie Gecutnune nt. 

Mr. Scuneiwer. That is right, but when the veteran signs a bond 
mortgage, the Government sets forth the form. There is nothing to 
prevent the Government from saying that “we will require a contract 
with the following things in it.” I have represented clients where we 
have gone to some of these builders and the contract has not even set 
forth that there is a house on it. 

Mr. Ratns. That is the builder’s contract ? 

Mr. Scuneiwer, That is right. 

Mr. Rains. What I assume you are talking about is some kind of a 
construction warranty or a performance bond. Is that what you 
mean by that statement ? 

Mr. ScuNeiper. I mean that, for the purpose of establishing lia- 
bility, these veterans do not have, in most cases, a single piece of 
paper in which the builder has stated that he will build a good 
house or in many cases even a house. When these people try to pro- 
tect themselves, instead of going to a congressional committee, they 
go to a lawyer, and the first thing he has to tell them is that they 
have no legal basis for a suit because there is nothing in the contract 
which these builders give in the developments that says anything 
about a good house, properly built, or proper material. 

Mr. Dotirncer. That is’ not material insofar as this committee 
is concerned. What you are driving it, I think, is the representation 
many builders have on their adver rtisine that, “This is an FHA 
guaranteed building” or something like it; so that the veteran has 
the impression that the Government is behind the whole transaction. 
That is what you have reference to, isn’t that so / 

Mr, Scunewer. I do not, except that you raise another point, 
that the average veteran—and I found from my investigation—does 
have the feeling that the Government is backing these houses. 

Mr, Douuincer. That is the big point, but the other is not, be- 

cause if a person goes to another person to make a contract, he has 
to make certain that the contract has all the provisions he is interested 
in. We, as a congressional committee, can’t go beyond that and say 
that they should have it in the contract. 

Mr. Scuneiwer. We have gone to these developments to represent 
veterans. When there is a great need for housing and these fellows 
need housing quickly, you walk into the development and they hand 
you a contract. You say “there is nothing in here that says you are 
going to build a good house or you are going to build one on which 
we can base an argument.” 

Mr. Dotiincer. You say a lawyer wouldn't let that man sign such 
a contract. But the veteran has the impression that he does not have 
to go toa lawyer because the Government guarantees it. 

Mr. Scuneiwer. That is right. 

Mr. Gamsuet. In other words, he goes too late to the lawyer? 

Mr. Scuneiwer. That is right. Many of these fellows could have 
moved while the development was in progress and protected them- 
selves. There is nothing to prevent the VA from saying “We will 
examine the contract, to see that it shall be in the following form,” 
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just as they say “The bond and mortgage shall be in the following 
form.” 

Mr. Rains. It would help greatly if the builder was required to 
give him some kind of a warranty. 

Don’t you think that would help? 

Mr. Scuneiper. Yes, but I go further than that. I say that these 
fellows don’t have a copy of the plans or specifications. ‘They come 
into your house with a single piece of paper on which is described a 
piece of land as if they were selling a piece of land by a contract, with 
no reference to the type of construction, that it is going to be good 
construction, anything upon which they can base a legal hability. 
The builder will say to you “take it or leave it.” 

Mr. Ratns. Does he have what we call an abstract of title 

Mr. Scunewer. No. What happens here in New Jersey is that they 
sign a contract. Then, usually they will go to a mortagge company 
which has been arranged by the builder. In most cases they have been 
represented by no one, except an attorney appearing for the mort- 
gage company, who also may represent the builder. They pay for, 
in their closing fee, a title policy which insures the mortgage com- 
pany. It does not insure the veteran. 

Mr. Rains. Title insurance ‘ 

Mr. Scuneimper. Right. However, I feel that there is no great se- 
rious problem insofar as title is concerned. 

Mr. Gambier. Titles are mostly okay, are they / 

Mr. Scunewer. I think they are, for this reason: that the mort- 
gage company which is loaning the money is under a duty to get a 
good title because they have to get title insurance, even though that 
does not protect the veteran. They have more money in it than the 
veteran. They see to it that the title is good. I don’t think that that 
isa problem. 

Mr. Wipnatu. Mr. Schneider, isn’t it also true that many of these 
developments with which we are having trouble today would never 
have taken place if it was not for the Government commitment ? 

Mr. Scunewer. That is true. 

Mr. Wipnatyi. In other words, in order to start building, it was 
necessary to have the FHA and VA approve? 

Mr. Scunemer. Right. 

Mr. Wipnaui. So that when a veteran went to one of those develop- 
ments, he understood that it had been approved by the VA or FHA? 

Mr. Scunemer. He was under that impression, T would say, in 
nearly every case. 

Mr. Rains. Well, he shouldn’t be under the impression and I hope 
that will never get out, because it has never been the law and cannot 
be the law that the Federal Government guarantees the construction 
of any house that the Government does not build. 

I realize some veterans have been under that misapprehension. 
Anyone who displays a sign saying that “This s FHA approved” on 
the project, I think he ought to be brought to the attention of the dis- 
trict attorney. In reality, all the Government can do is to guarantee 
the loan. Iam afraid that a great many veterans have bought it with 
the idea that this is a Government house and Government guaranteed. 

I do say that the Government has its responsibility of inspecting it 
to see that he gets it up to what the specifications say. 
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Mr. Scuneiper. Well, certainly if the Government is insuring the 
mortgage and has made this program for the benefit of the veterans, 
there is nothing to hurt in putting in an additional safeguard that will 
protect the veteran. 

Mr. Rains. I agree with you. 

Mr. Gampste. It is all one transaction. 

Mr. Scuneiper. Yes. These contracts should be made uniform 
and contain certain requirements just as is the form of the bond and 
mortgage which the veteran is compelled to sign. They should con- 
tain a provision that the house is to be sold according to certain plans 
and specifications, a copy of which is attached to the contract and 
given to the veteran. This will give him something definite to go by 
and will make the builder lable for deviation from these plans and 
specifications. The plans and specifications should be complete and 
should be approved by the VA or other Federal agency before the 
mortgage could be granted. 

6. The Federal agency should not give any approval for future con 
struction or for the continuation of present construction to any builder 
where any defects exist or where the builder has failed to take the nec 
essary proper steps. The VA or Federal agency should require an 
aflidavit giving the names of persons connected directly or indirectly 
with the project so that they will know exactly the names of the people 
behind it. In the event that such a builder would fail under these 
standards to properly do the construction work then that builder or 
any other person connected with it should be barred from future Gov- 
ernment benefits and should be prevented from continuing the same 
type of workmanship. 

I can show you in here one case where an entire development has 
been completed. The builder has done a poor job for evervbody in the 
development. I have another project here three-quarters completed 
in which they are doing the same thing. They are now taking steps 
todoathird. These particular men have never had any experience in 
building. 

Mr. Rains. The same people under different corporations 

Mr. Scuneiper. Yes. In almost all of these cases you will find that 
we have a fellow up here in north Jersey. He is now down somewhere 
around New Brunswick, away from the territory, under another 
corporation, doing exactly the same thing. 

Mr. Dotiinger. And you contend that .the Government or the 
agencies know of this? 

Mr. ScuNnerper. Well, they certainly know if it is the same builder. 
You take Panorama Homes, down in Moonachie, Mr. Dowling was the 
head of that. That condition has not been corrected. He is now down 
in the New Brunswick area. 

Mr. Dotuincer. Was it called to the attention of the VA or the 
FHA ¢ 

Mr. Scuneiper. That particular project: ves. 

7. A change in the inspection system in the Veterans’ Administra- 
tion. We calk for the elimination of the fee-inspection system. We 
demand that proper people, who have knowledge of building and 
whose work is continually checked, should be hired for this purpose. 
We feel that with the proper inspection system these things could 
not have happened. Many of these veterans have complained of un- 
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due friendship between the builders and the inspectors. We have no 
proof of any wrongs and, therefore, cannot present any, but it is 
obvious that proper inspection could have prevented a great deal of 
these things happening. 

8. Escrows. ‘The funds paid on deposit should be held in escrow 
to prevent a recurrence of the situation in Closter Gardens and other 
places where the veteran did not even get his house. 

Closter Gardens is a large development in Closter, N. J., where 
many veterans paid deposits and then the company folded and they 
didn’t even get their homes. I am guessing at the figures, but over 
a hundred thousand dollars of veterans’ deposits on which they will 
never get a home. 

Mr. Ratys. What happened to the builder ? 

Mr. Scunewer. He went into bankruptcy. 

Mr. Gamesie. Was that a corporation / 

Mr. Scunewer. Yes. 

Mr. Dotiincer. Is that builder doing new building now? 

Mr. Scunerper. No. 

Mr. Rains. That is in criminal court ? 

Mr. Scunemer. Yes. 

Mr. Wipnatu. Would you recommend that the down payments for 
houses be held in escrow ? 

Mr. Scunewer. I would recommend that it be held in escrow until 
a certain part of the building is completed. 

Mr. Dotiincer. Wouldn’t you recommend that the builder be made 
to put up a performance bond before he starts any job, before he takes 
any deposits or sells houses ? 

Mr. Scunemper. Yes. 

Mr. Gampte. That would cure an awful lot, the performance bond. 
It wouldn’t cost much in the long run and it would save the veteran 
final.y. 

Mr. Scunemper. Well, it would put a premium upon the responsible 
builder. He would be able to get a bond and some of these fly-by- 
nights wouldn't be able to get a bond and that might eliminate the sit- 
uation. 

Mr. Rarns. That is correct. 

Mr. Scunemwer. Escrows at closing should not be released without 
notice to the veteran and an opportunity to protect his interests by 
serving notice of defects. 

If these items were corrected and a recurrence prevented, we would 
still have the very, very serious problem of those veterans who have 
purchased homes and are now living in them with children becoming 
sick because of the water conditions and in utter despair at their in- 
ability to get a correction of these items. We realize that a congres- 
sional committee can only make a report to Congress and that out of 
it could come legislation to prevent this. We ask this committee to 
help these people by immediately arranging to take the matter up with 
the top officials of the Veterans’ Administration and the other nec- 
essary Government agencies to see what relief can be given to these 
people. 

We think that they should stop all veteran loan approvals to build- 
ers who have committed these terrible situations. We have records of 
one builder who had built an entire development and every one in the 
development is unhappy. He is now completing another project 
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where everyone is unhappy and is now contemplating the starting of 
a third one. 

Their first development was Hester Gardens in Bergenfield. There 
second development is Heather Hill Homes in Demarest, and I am 
informed that they are about to start a development at Emerson, N. J. 

Mr. Corr. Let me ask you a question. You say the people were 
very unhappy with the first project ? 

Mr. Scunerper. I have had complaints of it. 

Mr. Coir. Why will the people buy from them in the third one ? 

Mr. Scuneiwer. To explain that, sir, you must understand that we 
live in a metropolitan area. There has been a trend in our present 
way of life for the people from the more crowded areas to move out 
into the suburbs. We are getting an influction of people from New 
York, from Hudson County and other places, that are coming into 
Bergen because it is a very beautiful county. We of the American 
Legion can post notices and tell the veterans what to do. These 
stories will hit the newspapers and 3 months from now a builder can 
start a development and the people who will come to that development 
will not have seen a newspaper, will not know anything about this 
committee or anything in coygnection with the project. 

Mr. Dotiincer. You don’t mean to infer that we New Yorkers are 
gullible enough to fall for that, do you? 

Mr. Rarns. It gets down to the utter necessity of the veteran to 
have some place to live. 

Mr. Scuneier. That is right. That is where you get the stories 
on the releases that they sign and their hurry to get into the homes. 
because in many instances they have no place to live. When this pro- 
gram started, we had veterans living with the husband in one place 
and the wife somewhere else with the children, and even farming out 
their children in order to get housing. . 

Of course, this program has eliminated a great deal of it. But 
when most of these things happened, a veteran had to have a place 
to live in. 

Mr. Gamptr. The situation is getting better as we are getting more 
and more homes. 

Mr. Scuneiver, There is still a need for homes, but not as pressing 
as it was before. 

Mr. Gambier. That is what I mean. 

Mr. Rarns. These veterans are not buying as carelessly as they 
were once, either. Aren’t they examining the situation better? 

Mr. Scunermer. Yes, these stories do trickle out, too, and you get 
also that some people get quite indignant about the treatment they 
have received and they will go a little further to let the people know 
in the rest of the development that they better be careful. Since this 
investigation, since we knew that this committee was coming, I have 
had dozens of calls from people who were about to close the title, 
asking what they should do. T said, “You better go up and check the 
cellar and check the house and don’t close until you know that you 
are getting a good house.” 

Mr. Doturncer. Another reason they are not buying is because 
the price has gone up and it is out of range for them. 

Mr. Scunemwer. That is true, sir. These builders promise to correct 
these conditions only for the purpose of stalling until they can get 
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all their loans through, close their titles and fold up their corpora- 
tions and then thumb their noses at the veterans and the Government. 

I might say in connection with that that we of the Legion, Mr. 
Grund, who is our permanent representative at Newark, have from 
time to time taken matters up with the VA. We have found Mr. 
O’Hern there very willing to help, but in the pressure of business, 
I think that somebody is kidding them, because I have seen letters— 
and some of them are here—in which these builders promise to correct 
the defects. They will go in and say “We will correct this and do 
itright away.” The VA willsay “You must do it.” 

Then they will dig a little trench around the cellar floor. Then 
the fellow will disappear and he won't come back again until there 
is a new protest from a group of veterans, and then they will come 
back and work another half hour and beat it again. In that way there 
doesn't seem to be the follow-up system to compel them to do it. We 
think that the officials have been trying to correct this situation inso- 
far as the top level is concerned. However, the builders are shrewd 
and they are only doing a half-hearted thing in order to complete their 
project and get the balance of their loans inspected and ¢ ‘lose “dL. 

We ask that there be created immediately in the Veterans’ Admin- 

stration a special agency with branch offices in this State under the 
si of the top officials in Washington only who should im- 
mediately arrange to investigate these complaints, investigate the 1i- 
ability of the contractors, and take steps to compel the contractors 
to remedy these conditions. The time has come to forget about 
promises and to get performance. Up to this date these builders have 
given promises and the VA seems satisfied with the promises of these 
men who do not intend to perform. We ask that all Government stop 
all aid to these builders who do not doa proper job. 

The Veterans’ Administration in New Jersey has refused to listen 
to complaints from groups or large developments, insisting that each 
complaint must be individual, and that they cannot listen to group 
complaints. It is a method of our American democracy for people 
to join together to secure relief from their complaints, and where a 
complaint comes in from a large group of people in a development, it 
is all the more reason why the Veterans’ Administration should look 
into those complaints and immediately rectify them. We ask im- 
mediate relief for these people which cannot be secured unless the top 
officials in Washington are ready to take immediate action to help 
these men Many of these developments are partially completed 
and if these unscrupulous builders are permitted to complete develop- 
ments and get their mortgage money, these veterans will have no 
recourse. 

[ will now take up the individual development complaints and turn 
over to you these papers and files for your inspection and for the in- 
spection of the men that you will hire to investigate this condition. 
We have taken the liberty of atte gt to represent the interests of 
our veterans because we feel that by doing it this way we can pre- 
sent a collective picture and give recommendations for the relief of 
thesame. We respectfully say to you that these people need help and 
they must look to you to compel the relief to which the ‘y are legally 
entitled. 
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Mr. Gampie. Mr. Schneider, your remarks are directed largely 
against VA loans. Would you make the same statement in regard to 
“HA, or haven’t you gone into that end of it so much ¢ 

Mr. ScuNnemer. From our experience here, outside of the fact that 
there was an overlapping of inspection where FHA and VA inspectors 
were used, and there was considerable difficulty there, we find that on 
purely FHA projects in this area that the paid inspection system has 
been much better. In fact, many of my builder clients have com- 
plained to us that the FHA inspectors have been a little too tough. 

Mr. Gambsie. Too stringent / 

Mr. Scuneiwer. That is right. I am not completely familiar with 
the overlapping where FHA inspectors did some work for the VA 
and what happened in those cases. But on purely FHA, and espe- 
cially 808’s and so on, we have found it pretty strict. 

Mr. Rains. Are there any questions before he starts presenting the 
individual cases? Mr. Widnall do you have any questions ¢ 

Mr. Wipnatui. Not at the moment. 

Mr. Ratns. You may go ahead and present the individual cases 
and each instance you will leave the file with us so that our staff can 
look into it. 

Mr. Scuneiwer. I might say that these have poured in so fast— 

Mr. Rarns. I appreciate very much, the committee does, your hav- 
ing collected them together, but please keep in mind, as we present 
these, that there are a great many other people that we want to hear 
testify. 

Mr. Scunewer. I understand that. I might say to this committee 
that I do not intend to go into detail on these. I will merely present 
them to you and in a few cases try to high light very special situa- 
tions because in many of these cases there are veterans here who still 
want to tell their story. 

Mr. Gamer. If you high light, then that helps our people working 
on this to look into that particular case because it is in the record. 

Mr. ScuNewer. Right, sir. I have here Lyndhurst Gardens. Mr. 
Gibbs was the developer. I would like to show this committee just 
some of the pictures in that development. The first picture that you 
see is a picture of a house, and T can’t understand the mentality of 
the fellow who bought it, but that house has no entrance into the 
cellar. They had to cut a hole in the closet to get down into the cellar. 

Mr. Rains. What development is this in again / 

Mr. Scunerper. In Lyndhurst Gardens, Mr. Gibbs. 

Mr. Rains. You may go ahead, Mr. Schneider. 

Mr. Scuneiper. In that particular development the veterans say 
that they started a fuss about it with the VA last July; that the VA 
called the builder in and ordered him to correct it. They also stopped 
the continuance of construction of the balance of the development. 
The. builder then started to take very minor steps. 

Suddenly all the mortgages for the balance of the houses were 
released and the project was finished and the man went off to build 
somew here else, 

Mr. Apponizio. The mortgages were released on the basis of his— 

Mr. ScuNneiper. That they were going to do something about it 
and it was never done. This is a situation in some cases a year o1 
a vear and a half later. 
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This is a file from the Robbins Construction Co., of the Abraham 
Clark Village in Roselle, which has been forwarded to me by the 
committee. 

Here is one from Warranty Homes, Joseph V. Longa, Rochelle 
Park, N. J. 

Here is a Clinton Park Estates in Bergenfield. 

Mr. Rais. Are all of those that you have in this adjacent territory ? 
Mr. Scunewer. Ninety percent. There are some here, for instance, 
‘om Morris County, Mountain Way Homes of Morris Plains. 

Mr. Rains. Where is that! 

Mr. Scunewer. Morris County is approximately 30 or 40 miles to 
the west, northwest. They say that 27 veterans are presenting their 
complaint primarily of inadequate heating. Eighteen of these have 
notified the VA of the trouble, but the builder has not corrected the 
condition and they attach here letters—in most of these cases you will 
find there are letters signed by the individual home owner. There is 
the general report, copies of a letter sent to the VA and the individual 
complaints. 

Here is one from Marcotte Lane, Bergenfield, Mr. Lindenbaum. 

New Milford Gardens. They sent in with their newspaper clippings, 
construction reports and engineer reports attached showing that there 
were inadequate heating systems. These are broken down into two 
parts. They created two associations. One was a veterans and one 
was the nohveterans in the project. 

Mr. Wipnatt. Is that the one where they couldn’t get heat above 
62 degrees? 

Mr. Scuneiper. That is right. 

Mr. Rains. That must be an FHA and a VA project then. There 
are nonveterans in the project ? 

Mr. Scunemwer. Yes. New Milford Knolls, which is another cor- 
poration of Mr. Joseph V. Longa. 

Crosley Homes of Fairlawn. 

We had a very bad situation in the Borough of Waldwick, in Mr. 
Widnall’s district, Waldwick Homes. In most of these cases we have 
pictures attached. 

Cresskill Gardens, Scrohani. 

Pleasant Valley Homes, Waldwick. 

Waldmere Homes. 

Edgewater Homes, Hyman Frank Construction of New York. 

CGW of Westwood, signed by all the veterans. 

This is Berkeley Estates. Mr. Costanzo has in this particular case 
attempted to correct a lot of these conditions; he has made an honest 
effort to correct some of those conditions, but there are still plenty of 
conditions open. 

Gregory Gardens of Fairlawn. Here they set forth a showing of 
change of corporations within a development. In other words, they 
get halfway through the development, sell it to another corporation, 
but it is the same builder. 

Prell Development Corp. of New Milford. 

Here are the complaints, with pictures, of Hester Homes in Bergen- 
field. In this case it was the first development of a couple of men 
who were lawyers and started a building project. They knew nothing 
about building. ‘They are the ones that I refer to that are in their 
third project. 
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Mr. Gamer. They subcontract everything in those cases, don’t 
they ? 

Mr. Scuneiver. What happens is that they subcontract everything. 
All they worry about is the price. When the subcontractor is beaten 
down on price, knowing that they don’t know anything about build- 
ing, he will go in and do anything. 

Mr. Wiwnatt. Do you have pictures of that one ? 

Mr. Scunemer. Hester Homes, yes. This is Heather Hills Homes 
in Demarest, which the veterans contend that they have filed objec- 
tions with the VA. The VA says they only have two complaints. 
They have sent me a letter that the builder is doing and has promised 
to do the job. We contend it is the same one as this previous develop- 
ment, but they have completed that one and they are partially through 
with this. Asa result of the story that appeared in the papers, in the 
highlightng of ths particular development, within the last 2 weeks, 
the builder has started to replace stoves, and in this case replaced an 
entire flooring in a house. They attempted to burn the flooring so 
that you couldn't find it. That is where the burn charges come from. 
That was flooring in Mr. Hall’s house in Demarest. It is marked 
right on it “third-grade lumber.” 

Mr. Gampsiz. When you look at those pictures, I think you ought 
to add in your recommendations that some of these inspectors have 
eye tests. 

Mr. Scuneier. I would like to present another one here, the gen- 
tleman sitting on my right. He is aggrieved by this development 
and this is a very serious situation that has come up in one develop- 
ment. That is Brunard Homes of Teaneck. 

Mr. Rarns. We heard about that yesterday in Newark, didn’t we? 

Mr. Scunetwer. Yesterday they merely referred to it and said it 
would come up today. In that case, as far as our information goes, 
they went out west and bought furnaces. These furnaces were 
designed for the purpose of heating homes to take the chill off in 
the morning or in the night for a half hour, and they were supposed 
to be installed in 6-foot pits of sandy soil. 

These were hooked up into the homes to carry a full load of the 
heating such as we require. Within the last few weeks one woman 
has passed out from the fumes and a couple of houses have caught 
fire because these stolves are inadequate. These people live in fear 
of their lives in this development. It is especially pitiful. I have 
ihe heating-plant specifications here, showing that that was to 
earry 75,000 B. t. u. Actually, the engineers who have checked this 
thing in the town show that it won’t carry more than 70,000. 

Mr. Herzpacu. My name is Bernard Herzbach. According to the 
Home Fuel Oil Co. of Englewood, they claim that the maximum for 
this particular heating unit is 70,000. They had the same claim about 
these machines being built for out west. 

Mr. Rains. What do the specifications call for on the heating? 

Mr. Herzpacu. Seventy-five thousand B. t. u. 

Mr. Rains. I gathered from what Mr. Schneider had to say that 
the worst trouble was the danger involved in it. 

Mr. Herzpacu. According to the Home Fuel, they claim that the 
24-hour load on this machine is too strenuous for this particular 
unit. 

Mr. Corr. Is it gas or oil? 
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Mr. Herzpacu. Oil. It isthe Norge T0C. 

Mr. Scunemer. The peculiar part is that this was approved by the 
board of fire underwriters. 1 suggest to them that they take it up 
with the board of fire underwriters, because in that case the munici- 
pality and the Federal officials had a right to accept it, where it had 
been passed by the board— 

Mr. Coir. I am wondering about that. Is it a unit that is used 
commonly in this area in other homes satisfactorily ¢ 

Mr. Scunemwer. I think this was a special deal, that they went out 
and bought up a lot of furnaces pretty cheaply. Mr. Herzbach tells 
me that the second half of the project they changed it and eliminated 
that stove. 

Mr. Rains. You may proceed, Mr. Schneider. 

Mr. Scuneiner. Edstan Development in Paramus, Lyndhurst Gar- 
dens in Lyndhurst, Ruta Construction, Teaneck, Pabst and Durante 
in Teanecy, Bernley Homes in Paramus. This case the company 
folded. I believe they filed a bankruptey petition and sold the project 
to somebody else, and they are completing the project. We found a 
great deal of trouble with this particular project before they folded 
in that they sold the houses, and because of the inflationary rise, they 
found that they could get more money for their houses. However, 
they were on contract to sell these houses at the lower figure. ‘They 
refused to complete those houses and stalled, in some cases for 2 years 
at a time to do those houses in which they had a low price and went 
ahead with the balance of their project. In many cases they refused 
to put the garages on and do other things in that project. 

Teaneck Enterprises, Brunetti. 

Greenway Homes, River Edge. 

This is Midland Park Estates, Shapiro. 

The balance of these, which I put under miscellaneous, are in- 
dividual letters from various developments that have sent in letters. 

Mr. Corte. Have most of those projects been completed, or are some 
of them still in the process of construction ? 

Mr. Scunemer. Some of them are still in the process of construe- 
tion. 

Mr. Cote. What percentage, would you say ? 

Mr. Scunerper. | would say in most cases they are three-quarters 
of the way through. I say that in many of these cases, by stopping 
these builders from completing the project until they take care of 
these things, and not just promises to take care of it, many of these 
fellows can get relief. Ido want to say for the benefit of many of these 
veterans who have come here that the thing that I am afraid of is 
that some of these people who are quite discouraged have the impres 
sion, because a Congressional Committee comes here, that they are 
going to get prompt relief from the congressional committee in the 
correction of these defects. I think that this committee should ex 
plain the fact that—and the reason I center my remarks as I do, is 
that unless we get direct action from the VA and the government 
agencies immediately, before this congressional committee can write 
its report, to investigate these complaints and see what they can do 
for these veterans, we are not going to get any relief for them. 

Mr. Rarns. I will say this to you, Mr. Schneider. Of course we 
appreciate your making that statement. The congressional committee 
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is not in a position to correct and adjust all complaints. That is not 
our jurisdiction and not our job. We are charged with writing the 
law. I sometimes realize—and I want to say this to my friends in 
the VA—that in a great many instances we did not do too good a 
job. It is not all the fault of the officials of the VA by any means. 
In every instance, whether it is one or many, this committee will ask 
for an answer from the VA in the locality where it is involved, as to 
what has been done, what can be done to straighten out these bad 
situations. 

In other words, every individual complaint that we have will re 
ceive attention from our staff before we make a report to the Congress. 
I don't say we can correct it, but we certainly are going to cheek into 
every one of them in each individual instance. 

If I may make one other statement. I am impressed with the fact 
that this seems to be an area of many municipalities. One of the 
great problems that the Congress of the United States, and especially 
this committee, has faced over the years has been the removal of slum 
conditions. Municipalities might as well come to know that in the 
approval of many of these homes which we see pictures of here today, 
they are but merely setting up a terrific slum condition in their cities 
and towns for tomorrow. I think there ought to be more careful at- 
tention paid on the part of the local municipalities to see to it that 
this type of home is not approved because they are going to be bur 
dened with the slum conditions no end in the near future. 

That was a very fine statement, Mr. Schneider. Does anyone have 
any questions / 

Mr. Scuneiper. May [say to the committee 

Mr. Rains. I would like to say one other thing which was brought 
fo my attention. We say this to you frankly. This committee was 
not set up with any idea of whitewashing anything or anybody. “We 
don't want rumors. We want facts. We are not interested in rumors 
at all and we are not interested in just intimations and suggestions as 
to something wrong. But when you present the facts, we intend to 
give to the Congress the exact answer as we find it, hoping that the 
Congress will help us to correct it. So there is no whitewashing in this 
dealif we can get the facts. You can count on that. 

Mr. Scuneiper. Thank you, sir. 

Mr. Herzpacu. Here is a little evidence on the type of inspection 
we have been getting. This is a report from the building superim™- 
tendent at Teaneck, Mr. Knowles. 

Mr. Rains. He is the city building inspector; is that right ? 

Mr. Herzpacn. That is right. 

Mr. Rarns. Will you leave this for the record ? 

Mr. Herzpacn. I have a civil suit and IT may need that. Here is 
also a letter from the bank, requesting the builder to check on that 
particular item. 

Mr. Rains. That. wouldn't be of any especial benefit. What is that / 

Mr. Herzpacn. That is just the approximate cost. Incidentally, 
| have a written guaranty from the builder, a l-year guaranty, to 
correct building defects. He has been making these promises. As 
Mr. Schneider said, they send a man around, hammer a nail in the 
floor and that is as far as it would go. 

Mr. Ratns. You have a contract / 


94701 oo pt. 2 8 











206 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


Mr. Herzpacnu. It is a written statement from the secretary, wit- 
nessed by his attorney, that this will all be attended to. 

Mr. Rarns. I believe you are in a better position than some of the 
rest. You at least have some evidence. 

Mr. Herzracn. It calls for collar beams every foot in the rafters. 
Well, they claim that the mmimum requirements of the township call 
for collar beams every other rafter. The inspectors in the township 
passed this. To my knowledge, there has never been a VA or an FHA 
Inspector at my house. 

Mr. Ratns. Do you state that as a fact? 

Mr. Herznacn. To my knowledge, I have never had an inspector 
of any kind from the VA or the FHA. 

Mr. Ratns. We appreciate your statement and your case is among 
those mentioned by Mr. Se ‘hneider and put in the ak 

Mr. Herzeacu. There is also one thing. At the closing, when I had 
received this 

Mr. Rarns. How about having a seat back there so that we can 
proceed orderly. Just have your seat and make your statement. 

Mr. Herzpaci. At the time of the closing, I had this written guar- 
anty from the builder and the landscaping had not been done, and 
a number of these other things that had been promised were not done. 
They seemed to put me under pressure to close. They wanted to get 
this thing done so that they could get their money out of it. I was 
told that it was approved by the FHA and the VA. They said “what 
are you worried about? The house is all right.” There were words 
to that effect. I had signed this, figuring that the guaranty would 
cover me. I finally had to take it to a civil court for action. 

Mr. Rains. We appreciate your statement and it will go into the 
record. Of course, we can’t help you with your lawsuit. 

The next witness is Mr. Alfred H. Fletcher, director of the division 
of environmental sanitation, State department of health, and Mr. 
Leigh Morrell, public health engineer, State department of health. 
Are Mr. Fletcher or Mr. Morrell here ? 

(No response. ) 

Mr. Ratns. Then they will be here this afternoon. We will take 
Mayor Nelson Lumley, Borough of Waldwick. 


STATEMENT OF MAYOR NELSON LUMLEY, BOROUGH OF 
WALDWICK, N. J. 


Mr. Lumixy. My name is Nelson J. Lumley, mayor of Waldwick. 
[ prepared a letter to the committee. We have had some reports made 
before | Vv Mr. Schneider on some of the conditions that exist in Wald- 
w ic kk. 

Most of our trouble is that these developers come in and dissolve 
their companies, and then the troubles show up later on. Maybe I 
should read this first and I think we will be able to cut it a bit short. 

When building started on a large scale, the borough of Waldwick, 
like other municipalities, had very weak codes. We in Waldwick had 
no frontage ordinances and were at the mercy of the developers on 
lot sizes. Our board of health code was not strict enough to compel 
the develpers to put in large septic tanks and laterals which would 
be extensive enough. 
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In Waldwick homes, developed by Alfred Ferdinand, 98 homes were 
built on small plots. After this developer dissolved this company, a 
bad drainage and septic tank condition developed, as well as trouble 
with the oil burners. Now 16 families will have to pay $6,000 to 
correct this bad drainage condition. 

FHA approved the percolation tests which did not live up to stand- 
ard. The enclosed will explain the trouble with the oil burners. I 
have a series of letters from our fire chief to Mr. Whitesell, who, I 
believe, is connected with FHA. 

Mr. Ratns. Will you leave those with the committee ? 

Mr. Lumury. Yes, sir. We are having a fire about every week up 
there. There is some defect that the oil will flow and go all over the 
burner and start smoke and fire. Many houses have been burned 
out, at les ist four or five out of the 98. 

In Samore development No. 3, we have another health menace. 
The developer promised, in writing, to take care of the drainage and 
septic-tank condition, but to date has not kept his promises. En- 
closed is a copy of the borough of Waldwick’s engineer’s report on 
this problem. 

We in Waldwick are now prepared for any new development. We 
have a strict health code, a building code and an ordnance requiring 
developers to leave a sum of money with the Borough to protect home 
owners on drainage and septic tank installations. 

That, of course, is kind of late, but as I explained—— 

Mr. Rains. Better Jate than never. 

Mr. Lumiry. We were caught unawares with their terrific building. 
We had about 700 homes in Waldwick in 1949. Today we have close 
to 2,000, so we really have some problems and we have tried to take 
care of them. 

Mr. Gambsir. A lot of people have the same trouble, but you have 
gone ahead and rectified yours. Congratulations. 

Mr. LuMuey. But we still have five or six hundred homes in this 
bad condition that we can’t do anything about. 

Some Federal legislation should be passed to protect the Govern- 
ment money loaned to veterans to pay developers for their homes. 

In addition, when a developer is ready to dissolve his company, a 
notice should be sent to the Borough as well as each person who pur- 
chase a home from the developer. This also could be brought 
about by the enactment of another law by the Federal Government. 
By having such a law, it would give the purchaser a chance to appeal 
to the Federal agencies for protection in case of any difficulties in 
contract with the developer. 

I have had submitted to me this morning, many, many individual 
complaints from this one development. 

Mr. Rains. That is in your municipality ? 

Mr. Lumtey. Yes, sir, all in this—— 

Mr. Ratns. If you leave those complaints with the committee, we 
will check into them. 

Mr. Lumuery. I wouldn’t want to go through each one to take up the 
committee’s time. 

Mr. Ratns. Do you have a new building code in your town 4 

Mr. Lumury. Yes, sir, we have the strictest health code, we have 
been told in the State of New Jersey, in this whole area. I think we 
are going to discourage the builders from coming in there. When they 
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do and live up to that, of course, the rest of the people who buy homes 
are going to be well protected. 

Mr. Rains. With reference to the drainage system in your town, 
Mayor, do you have a sewer system out in this section, or do you use 
septic tanks ¢ 

Mr. LumMury. Septic tanks. 

Mr. Rains. Do you have in your new health code provision for 
septic tanks, as to how they shall be constructed ¢ ; 

Mr. Lumuiry. Yes. Our demand now is five or six times the amount 
of laterals that was called for in the past. In other words, we take an 
area of about 30 by 40 feet. It is filled with laterals, double septic 
tanks. Weare trying to control the sewers. In this one development, 
the developer—— 

Mr. Wipnati. Which one are you speaking of now / 

Mr. Lumiey. Samore 3. He tried to take care of this problem by 
digging an enormous ditch, 60 feet long by 20 feet deep, which now 
has been closed up. It was just an open sewer, and we made him 
close it. That is the bone of contention now, as to why FHA and the 
VA do not come in there and either demand that this developer clean 
up this mess or do something about it. 

Mr. Rains. Let us get down to brass tacks with the FHA and VA. 
Let us put the problem where it is. You see, after all, FHA and VA 
are agencies, as you know, set up by the Federal Government for the 
purpose of guaranteeing the payment on loans. One of the troubles 
that FHA and VA have is having the enforcement authority on the 
builder since, after all, they are only engaged with the lender. Tagree 
with you in this instance that they do set up specifications with which 
the builder must comply. In failing to have the builder comply with 
the specifications which, if he had, would have remedied many of these 
defects or they would not have occurred, that is the failure on the part 
of FHA and VA, and in the failure of Inspection we are told that they 
can t vet sufficient engineering. We have also been told that the State 
of New Jersey has particular characteristics with reference to percola- 
tion tests of the soil for septic tanks. I think there should be the re 
quirement that all of the advance off-site specifications which are 
set, should take into consideration areas, not what would be O. K. in 
the State of Alabama or Florida or Georgia, so far as septic-tank 
construction, but here in the State of New Jersey. 

Therefore it is not altogether FHA and VA’s fault, since they are 
charged only with insuring the mortgage. But they also set up speci- 
fications. I want to make that clear in the record, that I think they 
should require that those specifications be met and that in that they 
fail when they don’t do it. 

Are there any questions / 

Mr. Wipnaun. The first development that vou referred to, I don’t 
think vou particularized the name of that. 

Mr. LuMiry. Waldwick Homes, Inc. That was the first. 

Mr. Wipnatn. Who was the builder / 

Mr. Lumury. Albert Ferdinand. 

Mr. Wipnati. Is he building anywhere else now / 

Mr. LumMuer. Not in Waldwick; no. 

Mr. Wipnaty. Do vou know if he is building / 
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Mr. Lumury. I don’t know. You see, they dissolve their company 
before anyone knows about it, and then they are out. We stand the 
headaches. 

Mr. Gamer. You said you now required a deposit which you hold 
until the completion of the building to see that everything 1s in ae 
cordance with the specifications / 

Mr. Lumury. We hold this sum for 3 years. 

Mr. Gampier. For 3 years / 

Mr. Lumury. That is right. 

Mr. Gampir. That is a builder’s deposit, isn’t it / 

Mr. Lumiry. That is meht. 

Mr. Gamer. It is in the nature, then, of a performance bond ¢ 

Mr. Lumiry. A surety bond, surety or cash. 

Mr. Gamer. And, if it is a surety bond, it is a performance bond? 

Mr. Lumtey. If something happens to the drainage or the septic 
tanks in this individual home, that money is used to correct it. 

Mr. Gamer. IT think that is a very forward-looking step. I wish 
everybody would do it. 

Mr. Loumiry. They are trying to say it is not legal, but we went 
ahead and did it. and we are FOING to enforce it. We have already 
received quite a bit of money from developers on that. 

Mr. Rains. Since you do it in the interest of health and safety to 
your people, I have an idea you have a good basis for it. 

Mr. Dotiincer. You made a statement that yvour new code might 
discourage builders. You didn’t mean that. You meant the fakers 
and the fly-by-nights. 

Mr. Lumury. The good builders will come in and live up to the 
code. li is PONE to cost the people a few dollars more, possibly, but 
they are fone to vet something from now on and will be protected. 

Mr. Rains. A good builder will weleome workine under that kind 
of a condition. 

Mr. Lumury. Yes. 

Mr. Gambier. It will save the purchaser in the long run because his 
repair bills will be so much less. 

Mr. Lumury. We also require a maintenance bond of 3 years on the 
road and water installations. 

Mr. Rains. Thank vou, Mayor. We appreciate your coming. 

The next W itness is Vincent Mango, of ( ‘lover Law Nn. 

Mr. Mineo. I would like to have Mr. Raymond Olewine speak 
for me, 39 Cremer Avenue, Eatontown, N. J. 


STATEMENT OF RAYMOND OLEWINE, EATONTOWN, N. J. 


Mr. Otewine. Mr. Chairman and members of the committee, I am 
elected spokesman for some 65 units in this development known as 
Clover Lawn Park. It is built by the Stalford Realty Co. We have 
depositions from some 46 veterans that we have been able to collate 
since Friday. 

Mr. Douurncer: Are you one of the residents in that community ? 

Mr. OLtewine. Yes, sir. Lam not a lawyer, so you can’t get me much 
on the legal angles. 

In our situation the attorney who made closing, by the way, was 
the mayor of the town, with due respects to my predecessor. Out 











210 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


of the 46 depositions we have here, 37 of the people have one or more 
inches of water in the cellar as of yesterday. I have pictures which we 
completed last night and the day before which will amply substan- 
tiate our dissatisfaction, our claims, and so forth and so on. 

Mr. Corr. Are these VA and FHA? 

Mr. Otewrne. No, sir; VA. 

Mr. Coir. VA only? 

Mr. Orewine. Yes. 

Mr. Rains. When was the project completed ? 

Mr. Ocewrne. It was begun originally under FHA, and VA stepped 
in. I believe, with that exception, the houses were bought by veterans. 
It is in close proximity to Fort Monmouth. 

Mr. Coir. Is it still under construction ! 

Mr. Otewine. None if the constructing agency—there are a number 
of them involved—I don’t know if they have been released as far as 
their escrow funds are concerned, but to all intents and purposes we 
are getting no further improvement or rectification of the wrongs, and 
they are serious. 

Mr. Rars. I didn’t get an answer to my question. When did you 
get into the homes? 

Mr. Orewine. Some of the members got in as early as December 
1950. That is the earliest of which I know; some as recently as Sep- 
tember 1951. 

Mr. Apponiz1o. Did you name the construction company / 

Mr. Otewrne. I am not sure of the legal angles. The project. was 
built here in Eatontown by the Stevens Construction, which, I under- 
stand, is Stalford Realty Co. This same outfit is building a develop- 
ment in Plainfield, another in Trenton. I don’t know his trade names 
for those developments, but I do know that, were you to go through 
the one in Trenton,.you would see such signs as “This house is a 
lemon” and so forth and so on. The people are walking out on them. 
They have the same trouble there, but I am not representing those 
people. 

Mr. Corr. How thick are the floors ? 

Mr. Otewrne. The floors in these particular houses are, in my case, 

inches, although I found one that apparently must be about a half 
inch. There is no consistency. 

Mr. Corr. Have you made some tests to determine how thick 
Was ¢ 

Mr. Orewine. I star-drilled through my own. That is how I found 
out. I didn’t have to, but I did. I would like to read a statement, 
inasmuch as I have introduced this. 

[ have in this dossier a partial list of constructional faults and defi- 
ciencies existing in the units of Clover Lawn Village, Eatontown, 
N. J., as of February 12, 1952, this morning. This report contains 
the depositions of 16 veterans who are owners of units in the Clover 
Lawn Village in Eatontown, and the enclosed statements are further 
substantiated in part by photographic evidence of representative 
faults. The reference photographs were taken and processed on Febru- 
ary 11,1952. This subject collation has been made with the full knowl- 
edge of the owners whose statements are enclosed herewith. 

By the way, they are signed. 
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Inability to obtain satisfactory remedial action on the part of the 
Stalford Realty Co., through normal channels has reached the point 
where the health and welfare of the entire community is most seriously 
threatened. The hazards of inadequate sewerage, drainage, seepage, 
and so forth are everywhere apparent and have already caused consid- 
erable damage to personal property in the premises. Haphazard work- 
manship in the construction of the units is elaringly in evidence 
throughout the development. 

These matters are presented in the hope that a means may be found 
to require and cause urgently needed corrective measures without 
delay, thereby alleviating the mounting concern of the victimized 
inhabitants of this development. 

For example, in our particular set-up there, we have received no 
seeding whatsoever, no landscaping. We found on our lawns probably 
a better grade gravel than they saw fit to put on the roads. As a result, 
there is considerable erosion. There were a number of protests made. 
The VA came down, and they had funds in escrow on the construction 
agency. They told him he had to grade. Finally, after considerable 
erosion between two rows of these houses, the 'V did come in one day 
with a very small bulldozer, They ran in several truckloads of earth, 
pushed it around. I heard Mr. Stalford tell the veterans’ representa- 
tive and myself—that is how I can speak authoritatively—he told him 
that that was it. He was going to do no more, and it was up to the 
people to seed it. This, gentlemen, happened in December. It is 
rather hard to grow anything in December in the line of grass. 

Therefore, the veterans’ representative pulled out a two-bit box 
camera and took pictures of it. Today I have pictures here that will 
show you what the erosion looks like. I request that the committee 
examine those. 

Mr. Rarns. Will you leave this for the record ¢ 

Mr. Orewrne. Yes. In the matter of septic tanks, they were passed 
by the local authorities, apparently. They were apparently O. K.’d 
by the VA. The septic tanks in general are all right, but they drain 
into a dry well. The dry wells are not all right. In the matter of 6 
months, for example, one instance has been opened up three times, two 
at the cost of the contractor, and now no one can get the contractor to 
do anything. He states he has a contract with a man locally to pump 
these things out. The man says he won’t do it because he has money 
still owing him from the contractor. There we sit. Sewage is running 
all over the place. I haven’t taken pictures of all the septic tanks and 
dry wells that are overflowing, but it is a serious menace. 

The erosion flows down, eats tremendous gullies between two rows 
of houses. Seepage in the floor, the cellars, the walls is terrific. If you 
examine that first picture there, you will see what I think—that is 4 
feet above level, where that water is gushing out into a pocket. The 
man is trying to fire a wooden plug in there with a hammer. That was 
not posed. He, by the way, has 6 inches of water in his cellar and has a 
pump going all the time, which he is running, of course, at his own 
expense. 

The matter of missing items in the houses which were not supplied 
per contract. By the way, most of us are not sure what is in the con- 
tract, of course. They are still missing. 

Mr. Mango, for example—and he is only used as an example—had 
an instance where there were deficiencies in the paint and plasterboard 
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work. They use plasterboard there with perfatape. The perfatape 
and plasterboard were not adequately painted. Apparently a veteran 
inspector came there and returned a report that the faults were due to 
improper paint; at the time Mr. Mango had been in residence 6 weeks. 
He pointed it out to me, and I did find it hard to im: igine how his two 
small youngsters could reach the ceiling, and things of that type. 

In my personal example there has never been a veterans’ representa- 
tive inside my home to find out what was wrong. I have not com- 
plained. I have been struggling along, trying to get satisfaction by 
talking to peoplé as I catch them going up and down the street. There 
was a representative through the area. He did not get to my house. 
[ am still sitting there. That is again referenced only as representa 
tive of conditions there. 

In the matte r of construction, there is a bearing partition that is 
put on a 2-by-6 plate, laid flat, which passes over the archway to the 
outside ce Tar entrance. In most instances those archways are sagging, 
naturally. It supports the wall between the kitchen and the so-called 
dining room. 

Some of the people were smart enough to complain about that, and 
there are several of the units that have had an additional or supple- 
mental plate installed, but there are serious defects throughout the 
workmanship that would be evident even to a nonprofessional man as 
myself. Little asphalt tiles that are laid in the kitchen, dining room, 
and bathroom are laid not on sheathing but on veneering, which is 
one-twenty-eighth of an inch thick. It is one of the components of 
sheathing. Asa result, these tiles crack up and break up. That stuff 
doesn’t withstand any wrinkling. 

There is considerable leakage through the windows that were in- 
stalled. Four of the units in the development have dormers. They 
have an expansion attic, only four of them. Three of the four have 
excessive leakage through the dormers. 

I could go on for a long while citing instances. You will find them 
nicely listed in the depositions contained in that book. The drain- 
age problem, seepage in the cellars SO excessive that even aluminum 
window frames show mold on the first floor. I say it myself. I 
wouldn't believe it unless I had it. 

Mr. Dotuincer. Your builder also built Norwood Homes, didn’t he ? 

Mr. Ovewine. This is known as Clover Lawn Village, Clover Lawn 
Park, and Norwood Homes. 

Mr. Dotuincer. We heard a lot about what he did vesterday, over 
in Newark. What vou are saving now is substantiating what we 
heard yesterday. 

Mr. Otewine. Well, I have some pictures there. If people would 
come down and see these things it would speak much more eloquently 
than lean. Weare all stuck, a number of people are saying “Well, the 
heck with it. Iam not going to continue payments.” We don’t know 
where to turn. We were told that if we consulted legal advice, the 
VA was automatically out. As you stated, sir, we had the impression 
that the VA is here going to look to our interests, which to some extent 
they do. But apparently they are concerned primarily with the loan 
factor. 

Mr. Rains. That is their legal set-up. 

Mr. OLtewine. That is their legal liability. 
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Mr. Rains. They are concerned with the other, but they don’t have 
all of the legal leverage they may need to do the job. 

Mr. OLewine. Well, most of us are, of course, working people there 
and these homes represent considerable investments. 

Mr. Rains. How much did they sell for? 

Mr. Otewine. The ranch-style homes, of which there are 61, were 
selling at $11,200. Then the four units with an expansion-type attic, 
which has to be finished by the occupant, sold for $11,950. I don’t 
know if you are concerned with this item, but then we have trouble 
with this matter of paying our taxes and so forth through the mortgage 
company. The mortgage company holding the mortgages is the same 
builder in many instances, or at least he is the collecting firm for an 
other insurance outfit that holds the mortgage in which one of his 
brothers or himself—I don’t know which of them—has a major control. 
It is apparently a nicely sewed-up set-up. 

At any rate, I have among our committee representatives here a 
man who has received seven letters changing his monthly payments 
in the matter of about 6 weeks. Just *You owe us so much in so many 
words, so much for this and so much for that.” 

Mr. Rains. So much for what ¢ 

Mr. OLewine. They are juggling apparently on the tax payments, 
which we understand must, by law, be paid through the mortgage— 

Mr. Rains. Part of the payment / 

Mr. Gamaur. Part of the contract / 

Mr. Rats. In other words, they pay the taxes ¢ 

Mr. Otewine. That is right, but these payments have been fluctuat- 
ing. They send notices out to these people. They say: “Your tax 
escrow fund is short ‘so much.’ Please remit by return mail.” That 
is all the explanation they get. A lot of these people pay. I wasn't 
quite SO easy. I sent them a pretty hot letter, showing my records 
indicate so and so and so and so, and until satisfactory explanation is 
afforded, no payment shall be forthcoming. They just keep sending 
me these form letters that I owe them $21. 

Mr. Rains. Is that supposed to be an increase in taxes / 

Mr. Otewine. They claim it is a shortage in the tax fund to pay 
taxes, but they have claimed an increase in taxes, too. After cereful 
scrutiny and conversations with the local tax officials, the assessor 
and the tax collector, there is no increase in taxes at all. 

Mr. Rains. We can’t go into too much detail with you. You say 
you have seven letters. If you will get those letters, our committee 
would like to have those. T can’t imagine anyone padding an account 
of that kind, but we would be glad to look into it. Let us have them 
for the record. 

Mr. Ov_ewrne. These are five letters. I stated seven. This is the 
reply drafted in reference to these letters. Mr. Clifford Woolley is the 
recipient. He resides at 40 Cremer Avenue. : 

Mr. Rains. Thank you very much. We would like to go further 
into it, but we have other witnesses. You have made a very good 
statement. Thank you very much for your time, sir. 

We will take a 4- or 5-minute recess. 

(Recess taken,) 

Mr. Rains. The committee will please be in order. 

We will proceed with the other W ithesses and we have l food many 
of them. 
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The next witness is Mr. Mosler of the Better Health League. Is 
Mr. Mosler here? 
Mr. Moster. Yes, sir. 


STATEMENT OF CHARLES MOSLER, OF THE BETTER HEALTH 
LEAGUE 


Mr. Mosier. My name is Charles Mosler, 155 Paramus Road, Para- 
mus, N. J. 

Mr. Wipnatt. What is the Better Health League / 

Mr. Mosier. The Better Health League is a group of 30) people 
that was organized 2 years ago because of these very conditions that 
you gentlemen are investigating. They are called the Better Health 
League because their vital concern is with open sewage from septic 
tanks draining down the street. ‘That condition existed 2 years ago. 

Mr. Rarys. Where? 

Mr. Moser. In Paramus, in various developments. 

Mr. Rats. Is that where this Better Health League is located ? 

Mr. Moser. Yes. 

Mr. Rains. And the 300 members are in that locality? 

ir. Mostrer. In the Borough of Paramus, all of them. 

Mr. Rains. You may proceed, sir. Do you have a written state- 
ment ¢ 

Mr. Mosier. Unfortunately, I do not. 

Mr. Rais. You make your statement and keep in mind that we 
must make it as brief as possible. 

Mr. Mosuer. It shall be very brief, sir. 

Mr. Rarns. Thank you, sir. 

Mr. Mosier. I have here 55 complaints. There are many more, 
but these are typical. Every one of them is concerned at least, first of 
all, with septic tank conditions which they have brought to the at 
tention, during the past 2 years, of the VA, the board of health 
locally, the council and the State board of health, but nothing has 
been done after 2 years, 

Mr. Cote. You mean the project has been completed 2 years‘ 

Mr. Mosier. Some of these projects are jus st being « ‘comp leted. 

Mr. Core. Just now being completed ¢ 

Mr. Mosuer. There is more than one project involved. 

Mr. Coir. How were they inspected ¢ 

Mr. Mosier. Well, they are supposed to be inspected in a routine 
way. 

Mr. Rains. Were they inspected by the VA or the FHA ? 

Mr. Mosier. The VA. These are all VA. 

Mr. Coir. Are they all VA inspected ? 

Mr. Mosier. That is open to question. 

Mr. Core. I am asking you. 

Mr. Mosier. I made a complasnt to the VA and the VA inspector 
sat in front of a house with the builder. 

Mr. Corr. Were the VA people charged with the inspection in these 
projects ? 

Mr. Moser. They are VA loans; yes. Here is a sample of the 
thickness of a cellar floor in one of the projects. 

Mr. Core. How thick is that? 

Mr. Mosier. It isa half-inch, it is pretty good. 
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Mr. Wipnaui. What is underneath that? 

Mr. Mostrr. Underneath that is 10 inches of water. 

Mr. Wipnati. Do you have the name of the development ? 

Mr. Mosier. The name of the home owner is right on the envelope, 
Mike Phillips, 147 Geering Terrace. I don’t know the name of the 
developer offhand on this particular one; but there are at least three 
developments in town that have similar conditions. 

Mr. Wipnaty. Do you have the names of those developments ? 

Mr. Mostrr. They are in the sheets in here. I would rather not 
mention them out loud. As IT said, I am a ringer on this. I am 
substituting for Mr. Robinson, who knows much better than I do. 
You have in this column—— 

Mr. Appontzo. Why can’t you mention those names out loud ? 

Mr. Mosier. Well, this one is Kaywin. Some of them are in the 
Charles Dana development. Some of them are in Spring Forest 
Gardens; also Spring Valley Gardens. This is the way one builder 
corrected his foundation. He cut off a lally column. The house 
was heaving, so the entire house raised. The folks thought there was 
an earthquake or the place was exploded. They found windows did 
not fit any more. Of the six doors, not one can be closed. ‘The floors, 
of course, are buckled. You can put your fingers between the wall 
and the floor. The developer solved it by simply cutting off part of 
the lally column. When the summer comes and the earth dries out, 
I don’t know how he is going to replace this. 

Mr. Wipnaty. What is the number of that place? 

Mr. Moster. That is Ralph Picarello, 180 Losier Court. 

Mr. Wipnati. In what development is that ? 

Mr. Moster. Losier Court, Spring Valley Gardens, Michellotti. 

Mr. Apponiz1o. Is he the builder? 

Mr. Mostrr. Yes. According to our counsel one of these develop- 
ments was forced upon them by the VA. 

Mr. Rarns. What do you mean? 

Mr. Moster. If such a thing can be done. 

Mr. Rarns. I don’t see how that can be done, but I would be in- 
terested in hearing. 

Mr. Mostrr. They said that the VA kept putting pressure on them 
until they permitted a development in an area where the clay under 
the soil runs so many feet deep that you will never get drainage there. 

Mr. Cote. What was your original statement ? 

Mr. Mosier. The city council at an open meeting—we have had 
council meetings galore in that town on the subject, naturally. At an 
open meeting the mayor stated, and was backed up by other mem- 
bers of the council, that the VA pressured them and forced them into 
permitting developments in areas where they knew there should 
be no developments because of the drainage. 

Mr. Appontz10. Did they know any names in the VA ? 

Mr. Mosier. No; they did not name any names in the VA, but 
that statement was made at a public hearing. 

Mr. Ratns. Who made it? 

Mr. Mosier. It was made by the mayor. 

Mr. Ratns. What is his name? 

Mr. Moster. Geering, Emil J. Geering. 

Mr. Rains. Do you mean to tell the committee that a mayor of a 
local municipality would state—— 
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Mr. Mosier. That is what the mayor said. 

Mr. Rains. That the council could not prevent the location of a 
project within its municipality ¢ 

Mr. Mosier. We asked the same question, sir. 

Mr. Rains. Are there any questions ¢ 

Mr. Coie. Did the municipality then permit the development to be 
constructed 4 

Mr. Mosier. Yes. 

Mr. Coie. And that was contrary to the municipality’s desires in the 
matter ¢ 

Mr. Mosier. That was contrary to their own knowledge that the 
land would not take drainage. You have in some areas clay beds 14 
feet deep 

Mr. Coir. Of course these hearsay statements, unsupported by fac- 
tual knowledge, which a witness himself has, frankly are not too good. 
They don’t help us very much. We can’t pin it down as to who said it. 
Some fee inspector might be the fellow who said it. The mayor might 
be hiding beyond that statement. 

Mr. Mosier. We recognize that as well as you do. 

Mr. Coir. Let us be a little cautious about using hearsay testimony. 
I understand what you are saying, but that is a pretty important 
charge that you have made. I think we should-—— 

Mr. Moster. I am not making the charge. I am repeating what 
was said. 

Mr. Corr. You are repeating it for this record. 

Mr. Mosier. I think it is important enough for the committee to 
look into. 

Mr. Apponizio. We do, too. 

Mr. Coir. We want some evidence about it. 

Mr. Mosier. What would you mean by evidence ¢ 

Mr. Corr. I want the man who heard it and who told it to him, 
What authority he had, and all the facts about it. 

Mr. Mosier. We will see if we can get that very fully and send it 
to you. 

Mr. Coir. We will certainly look into it, because that is tremend- 
ously important, if the VA authorized agents are pressuring anyone 
to do anything, to place any sort of a project in an area of that kind. 

Mr. Mosier. We will be very happy to see if we can get you the name 
of the man that told that to the mayor. 

Mr. Rains. Are there any further questions / 

Mr. Coie. I want to have one more thing. An interesting thing 
about that is this: we are now talking about pressuring the VA to 
determine what type of building a developer should construct. If we 
do that, we will then place into the hands of the Government agency 
the life or death over a particular development. We want to be a little 
cautious about that particular problem, too, don’t we / 

Mr. Mosier. Most certainly, but I think one of the functions of the 
VA is to see that the Government money is protected. After all, it is 
our money, as taxpayers, that is going into that. I doubt if those 
houses, with 10 inches of water in the cellar, will last the 25 years. I 
doubt it. 

Mr. Cote. I think you have a good point, with which I agree. 
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Mr. Mosier. We have photographs there, which are excellent 
evidence. 

Mr. Coir. For instance, if the VA makes a mistake, if the Congress 
would say “you have this responsibility,” and then the VA makes a 
mistake, that is the Government’s mistake then, I assume. 

Mr. Dotiincer. What you are driving at also is that you want to 
make sure that at least the minimum requirements are adhered to. 

Mr. Mosier. Are not only followed but in this case should be re- 
investigated. These people are most cooperative. They will be glad 
to dig up the—— - 

Mr. Dotiincer. You are only asking for minimum requirements. 

Mr. Mostrr. Excuse me. 

Mr. Doraaincer. You are not asking for the maximum requirements, 
which you should ask for. 

Mr. Mosier. We are just asking for cellars not like this and for 
no 10 inches of water. The water this man draws through his cellar 
is the septic tank overflow of the neighborhood. That is what he is 
pulling through his cellar. 

Mr. Rarns. Of course, getting back to the town and the VA responsl- 
bility, I happen to know that the VA would welcome, or that any 
Government agency would welcome tighter, stronger, and more strin- 
gent health laws and requirements, instead of the ones that many 
municipalities have now. IT can’t imagine the VA insisting on build- 
ing a project in a municipality that did not conform at least to the 
health requirements of that municipality. It is our informaton that 
what we need, among ot her thnes, is vood and modern buildings codes, 
sanitation codes by the municipalities. 

Mr. Mosier. We heartily agree with you, sir. An enforcement 
of existing laws is also very important to us. 

Mr. Wipnati. Do those statements contain references to calls upon 
the VA for inspection ¢ 

Mr. Mosier. Some of these statements do have that. As I say, Iam 
a ringer on this. IT was just pulled in because Mr. Robinson couldn't 
make it. We will be glad to go back to these people and ask if they can 
recall the dates or have copies of the letters that they sent to the VA 
or to the local authorities. 

Mr. Wipnatu. Are there any statements of failures of inspection ¢ 

Mr. Mosier. You mean of inspectors not showing up? 

Mr. Wipnati. Yes. 

Mr. Mosier. Yes. 

Mr. Dotuincer. The greatest complaint is lack of proper inspec- 
tion and adequate inspection, more than anything else ? 

Mr. Mosier. Yes. 

Mr. Rains. You may file your statement for the record. T think 
any additional testimony that you want to submit, you have the 
privilege of filing with the committee clerk. 

Mr. Mosier. Thank you very much. 

Mr. Rarns. The next witness is Mario Labarbera, mayor of New 


Milford. 
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STATEMENT OF MAYOR MARIO LABARBERA, NEW MILFORD, N. J. 


Mr. Lanarsera. I might preface my remarks with a statement that 
New Milford, in 19: 50, at the Federal census, had 6,000 people. Today 
the population is over 12,000. Therefore, you can see that this terrific 
influction of building was something more than a little town, that 
most of the towns in ‘Bergen County can cope with just immediately. 
For example, our building code we thought was a good building code. 
It was enacted in 1946 and it was fairly modern. However, ‘it was 
not made to guard against these sh: irpshooters that call themselves 
builders, as you have heard in earlier testimony. 

In many cases, I would say that the FHA and the VA have helped 
many of our municipalities a great deal, because they set up specifica- 
tions requiring certain off-site and on-site improvements where in 
many cases we had no control over the builder. That is, we could 
never compel a builder to put a road in unless he filed a new sub- 
division laying out the road, in which case we would require the 
builder to put the road in. 

In cases where the street was already laid out on an earlier sub- 
division, it was the VA or the FHA which required in installation 
of proper sidewalks, curbs, and roads, and in many cases the FHA 
and VA laid down specifications for on-site improveme “ay the grades 
of the houses, the seeding, grading, and shrubbing, even going so far 
as requiring certain minimum heating specifications. 

In the average house in New Milford, I would say the required 
hourly B. T. U. output might be 66,000 B. T. U.’s.. I know New Mil- 
ford is not geared and is not in a position to hire engineers to test 
whether the heating system is adequate, whether it produces 66,000. 
In other words, we have looked to the specifications of the VA and 
the FHA, but they have failed to see that those particular specifica- 
tions have been lived up to. In many cases in New Milford, our 
greatest problem is the failure of the heating system to produce ade- 
quate heating and the failure to provide dry cellars. 

In many cases the foundation may be built properly, but I think 
that the fault lies with the VA and the FHA in failing to—in inspect- 
ing the site, in giving permission or approval toa site that is unusually 
low, without making minimum requirements or laying down certain 
requirements as to possibly additional storm drainage or additional 
forms of drainage to prevent this water in cellars. 

Mr. Gambier. That is before the project started, you are referring 
to! 

Mr. Larnarpera. Yes, because they go in and approve the site. With 
that control, they can really extract terms from the builders that we 
have no control over. 

Mr. Gamste. That is right. 

Mr. Lasarsera. In other words, I say that if I come to you and 
want to borrow money to build a house, you can tell me what kind of 
a house I can build. We can’t, under the guise of due process, compel 
a builder to build a home for fifteen thousand, two thousand or five 
thousand. If he complies with our building code, that is it. 

Certainly, if you have the control of the money, you can tell us 
what to do and you can make these fellows do it. This is what I have 
found in my experience. These people in my town have complained 
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of water in cellars and inadequate heating, and in some cases various 
discrepancies in building. I have reported this to the VA and to the 
FHA, and I have written them letters. I have received replies stat- 
ing, “Well, you understand we are not an enforcing agency, but we 
will see what we can do.” [have written to the mortgagees in many 
cases. They have said, “We will take these up with the builder.” 

Of course, that is as far as I have gotton. I continuously have del- 
egations from these various developments complaining of these de- 
fects. Mind you, though, I have not stopped there. I have had 
meetings with the builde ‘rs in an attempt to bring about some under- 
sts nding and see if we can’t compromise and possibly use a bit of, you 
might say, improper pressure, try to tell the builder that if he doesn’t 
comply with certain things, we will use pressure on him in various 
ways and possibly withhold a building permit or withhold certificates 
of occupancy on other houses. I realize that I have been treading on 
dangerous grounds when I have indicated that, but in many cases the 
builders come up and say, “V’Olonga Building Corp. built these 
houses.” Then the party who is applying for a building permit will 
be Warranty Homes, an entirely different corporation, although the 
principals are apparently the same. 

In many cases, I have found, on complaining to the builders, that 
they advise me that the veterans’ representative thinks we are doing 
a good job. 

Mr. Rains. Would you mind slowing down just a little bit? 

Mr. Laparsera. ] have found the veterans’ representatives or the 
veterans’ inspectors are unusually friendly with the builder. I can’t 
put my finger on anything, but I know in many instances there is a 
telephone conversation and these men get together and they decide 
that the home owners are a bunch of gripers. They have a house that 
is worth $15,000 today and they paid $10,000 for it. That is very poor 
reasoning and it is not the answer to our problem. 

Mr. Coie. What was your statement about the VA and the builders? 

Mr. Laparsera. I say they are unusually friendly. 

Mr. Ratns. We want facts, instead of intimations. What we want 
is the real facts, who and what and when and where. 

Mr. Coir. You understand what I am trying to do? 

Mr. Lapnarpera. Yes. 

Mr. Coie. I have perhaps the disability of having been a lawyer. 
I dislike hearsay testimony, particularly when it is testimony which 
reflects upon someone. I would rather have the testimony be factual. 
I have no hesitancy in your saying whatever you want to about any- 
body, but particularly when the testimony reflects on someone, I would 
like to have facts. 

Mr. Dotiincer. Sometimes you can’t get direct testimony, but you 
can get circumstantial evidence, can’t you? 

Mr. Lanarsera. Let me give you the extent of my knowledge—or 
rather, let me elaborate on the statement I made. We had some resi- 
dents complaining about a wall and some drainage in a certain de- 
velopment. The builder said, “I spoke to Brown, the chief inspector, 
or the chief man at the VA, and then there was this other individual. 
They are satisfied with what I propose here. They said the hell with 
these people. They are just being too fussy and they have no right 
to complain about these things.” 

Mr. Apponizio. What was the builder’s name ? 
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Mr. Lasarsera. The builder in question was Mr. Prell, of Prell 
Homes. That is one particular individual who carried the statement 
to me. 

Mr. Rains. What VA inspector? What is his name? 

Mr. Lanarpera. Well, he referred to Mr. Cole. 

Mr. Rains. Where does he live? 

Mr. Lanarsera. I don't know. Apparently, he works out of the 
Newark office. 

Mr. Rains. He works out of the Newark office ? 

Mr. Lanarpera. Yes. I never met the gentleman. I have never 
spoken to him. Iam merely reporting the elaborating on my remark 
that the VA inspectors and the builders are unusually friendly. 

Mr. Coir. I think that is an important thing. 

Mr. Laparpera. [| realize that. 

Mr. Coir. It is an important thing if they are too friendly. It is 
an important thing if they are so friendly that there is collusion or 
fraud, but it is not an important thing if they are friendly. Let us 
forget it or prove something about it one way or the other. 

Mr. LaBarsera. That is the extent of my proof on it. 

Mr. Coie. Then let us forget-it. 

Mr. Ratns. You may proceed. 

Mr. Cour. Don't misunderstand me. I want to hear any fact that 
woul | tend to show any possibility of collusion whatsoever. I think 
it is proper that we look i into it. 

Mr. Rains. This committee is charged specifically with that, 

Mr. Cote. Yes, sir, and we will do it. 

Mr. Laparsera. IT am at a loss and am unable to give specific testi- 
mony on any collusion. In other words, all the committee can do, 
from testimony I can give, is to draw inferences and investigate 
further and then ascertain the facts. In other words, as one of the 
Ti mbers of the committee indicated earlier in the testimony, by look 
ing at some of these pictures, it seems as if the Inspectors hiadst have 
their eves examined. In other words, you can draw inferences from 
certain facts. All I can do is present what has been brought to me 
and you gentlemen value it. 

Mr. Cote. You present the facts. We will draw the inference. 

Mr. Dotaincer. You mean they were blind or color-blind and only 
saw oreen ¢ 

Mr. Lanarsera. Apparently they must have had real dark glasses. 
They did not see anything at all. 

In our town, we have tried to correct, realize that the municipality 
having been called upon to do more than just inspect. the building, we 
have attempted to strengthen our building code. We have attempted 
to revise our zoning code and having so far as—I sat on the planning 
board as an ex officio member. We try to get the builders to enter 
into a contract, prior to our acceptance of the subdivision map. We 
make the builder enter into a contract with the borough, whereby he 
agrees to do many things that we could not otherwise compel ‘him 
to do, and which are not set forth in our — ance, such as we require 
him to furnish adequate heating and we say “heating that will provide 
70° heat when it is zero outside.” 

Ve say that he shall grade the grounds so that we can drain the 
surface waters away from the house. We require him to agree to put 
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in all these improvements and to do everything which may be necessary 
and proper to permit the people to enjoy healthy and sanitary living. 
We tell the builder, “You either sign this agreement or your subdivi- 
sion is not approved.” In that way we have corrected some of these 
things. We realize now that we cannot rely on these Federal agencies 
ecause there has been a definite breakdown and we have been criti- 
ized by the home owners for these conditions that exist, regardless 
of who may be responsible. 

The people don’t necessarily say, “Well, it is the VA’s fault.” They 
want a solution and it is our job to try and find something for them. 

Mr. Rartns. The real trouble seems to be due to faulty engineering, 
to begin with, as I gather from your remarks. 

Mr. Laparsera. Yes. 

Mr. Rains. And failure of inspection. Isn’t that what it seems to 
be? 

Mr. Lapvarpera. Yes. In some instances the builders furnish the 
building inspector with a set of plans and specifications for a house to 
be built ina development. In one specific instance in the New Milford 
Knolls section, the specifications called for a hot-water heating sys- 
tem. The specifications were changed. There was no change in the 
contract. No one seems to know about it. Yet the people, as a result, 
have inadequate heating. 

Mr. Rarns. In other words, the specifications were changed—— 

Mr. Laparsera. Without the knowledge of the FHA or the VA. 

Mr. Gampie. What did your building inspector do on that? Did 
he call that to their attention, or did he pass it finally or just what? 
He is bringing in a building inspector of the municipality, which 
I think is interesting. They should control a lot of this, outside of 
the inspectors for the VA or the FHA. 

Mr. Lanarsera. I might say this, Congressman, that in these small 
towns, while we have a building inspector whose job it is to see to it 
that the buildings conform to our code, that they are structually safe. 
That is the primary objective. We make three inspections during the 
course of the construction and finally give a certificate of occupancy 
if our code is met. 

The difficulty is that we don’t have engineers to examine the heat- 
ing system, to find out whether this will produce 66,000 or a hundred 
thousand or 1,000 B. t. u.’s. 

Mr. Corr. Isn’t your problem somewhat similar to the problem of 
the VA and the FHA? They have an inspection, but of course they 
lon’t have a superintendent upon the job. It may be that we and Con- 
gress have not given them all of the authority that they need. I am 
not saying whether we have or haven't, but there is that possibility. 
\n inspector goes on the job, looks at it, and then returns and then 
voes back again three or four times. He can’t do the job, of course, 
that a superintendent on the job can do. Neither can your munici- 
pality do such a job. You cannot put a man on one development or 
on one house, standing there, superintending. There is a problem and 
a differentiation between the two. 

Mr. Lanarpera. Except that in the case of the VA and the FHA, 
they have set down certain standards. In other words, we have set 
ho minimum standards for heating. They have set down the stand- 
irds 
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Mr. Core. That doesn’t answer my proposition, though. Even 
though they have set the standards, Congress has not given them sufli- 
cient personnel to superintend the job, That does not relieve them 
from doing the best job they can. 

Mr. Lasnarpera. That is so. 

Mr. Core. Or attempting to see that the specifications are com 
pleted, but we want to remember that they have only inspectors and 
a superintendents. Let me say one thing more, in case you might 
get a little wrong impression of my attitude toward Government 
agencies. I doubt if there is anybody in Congress who criticizes 
(government agencies more than I do. 

Mr. Apponizio. I will go along with that. 

Mr. Rats. I have listened with a great deal of interest to your 
statement. We must come toa conclusion of it ina moment. I think 
you will agree that it would be impossible for anyone to get a house 
constructed in every instance to be fault-free. Don’t you think that 
the saving grace—and I come back to my pet theory—for the veterans 
and those who build houses under FHLA and VA is to have a construc- 
tion warranty signed by the builder for a period of 12 months that his 
house is what he bought it to be? Then he would have some recourse 
on it. : 

Mr. Lanarnera. That sounds very good, except for this one reason : 
The builder generally disposes of all the funds in the building 
corporation. 

Mr. Rains. You fail to understand me. When this city gets a 
building built, they require a performance bond, an indemnity bond, 
and that bond must be worth the money. 

Mr. Lanarsera. In other words, the builder gives a performance 
bond to the home owner 4 

Mr. Rains. I feel like that would solve it. It is impossible to get 

perfect house, no matter how much vou try, every time, but there 
should be some recourse for the purchaser. 

Mr. Laparpera. Yes. 

Mr. Rains. Thank you very much for your statement. It is a very 
good statement. Do you want to leave for the record any of that 
material you have ? 

Mr. Lanarpsera. I will submit this later. 

(The following information was submitted for inclusion in the 
record :) 

Marca 1, 1952. 
Mayor Mario R. La BArsera, 
Borough of New Milford, New Milford, N. J. 

HoNORABLE Sir: At the request of Mr. A. W. Trautwein, building inspector, we 
respectfully submit the attached detailed listing which sill serve to better ac 
quaint you with conditions presently prevailing in the Prell development. We have 
transposed verbatim the contents of signed statements presented to this com- 
mittee by 38 home owners in our development. 

In presenting this list we wish to point out that many of the home owners listed 
thereon feel there is a possibility that the builder may still take care of some 
of the repairs as he promised at change of title. However, they are inclined to 
believe he will forego his promise should he learn they have presented their 
colplaints to the proper authority. We therefore trust that you will use what- 
ever discretion you deem advisable in pursuing these complaints. We wish to 
also point out that the attached list is not complete due to the fact that it was 
impossible for us to contact every home owner in the development prior to the 
essional hearings in Hackensack All home owners in the development are 
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invited to present ‘their complaints and there will undoubtedly be additional list 
ings in the near future which will be subsequently submitted. 

As you are undoubtedly aware, under date of February 20, 1952, a representa 
tive of our committee met with Mr. Trautwein and made a cursory inspection of 
several of the homes listed. Unfortunately time did not permit a more thorough 
inspection and, as a result, it was agreed upon that a detailed list of complaints 
would be prepared and presented to vou for consideration 

At time of said inspection it was noted that several defects were found in the 
few homes visited of which the home owners were unaware. Listed below are 
several of the more important discoveries which we believe Warrant your 
promptest consideration : 

(a) Oil line from tank to burner not encased in cement. 

(6) The 220-volt line running from fuse box to electric stove is, in many cases 
laid directly across top of hot-water pressure tank or runs parallel with hot 
water heating pipes We have been informed by authorities on this subject 
that the type of cable used in a majority of homes (Romex) is subject to melt 
upon application of heat The consequences of such an occurrence would be 
most severe should this high voltage be transmitted through the hot-water 
system. 

(c) Open drainage ditch in rear of homes on lower Trencch Drive constitutes 
a serious health problem and endangers the welfare of neighborhood children 
Several times in the past few weeks small children have been playing in thei! 
respective backyards with the result that several of them have at various times 
tumbled into this ditch and had to be rescued by parents At the time of this 
writing this ditch is now full to overflowing and has not been running off in the 
past few days. 

(¢d) Heating systems in several homes, including safety features and other 
controls, were completely submerged in water several months before occupancy 
and have never been adequately replaced or repaired. Consequently the burne 
motor and controls rusted and upon advice of several qualified repairman are 
practically inoperable. 

We consider the above four items to be of immediate importance and should be 
corrected without hesitation before a tragedy occurs for which the builder and 
town would be held morally responsible 

As you are already aware from our letter of February 9, 1952, copy of which 
was forwarded to you, we have contacted the congressional investigating com 
mittee regarding this entire development and shortly expect some punitive action 
to be taken. As newly established residents of the Borough of New Milford, we 
take pride in our town and deplore the fact that such drastic action is necessary 
to correct an obvious condition. We beseech you to take whatever measures are 
necessary to correct this situation before the Federal Government points up 
the fact that our local legislative body has been derelict in enforcing Whatever 
measures are necessary and possible to alleviate the situation, 

We sincerely trust that you will accept the attached listing in good faith and 
use all the powers of your office to rectify the many just complaints listed. It 
is requested that representatives of the listed home owners be given the oppor 


tunity to be present at any discussions relative to conditions in the Prell develop 
ment 
With deep appreciation for your consideration on our behalf and in the interests 
of good government, we applaud your efforts 
Respectfully submitted 
RayMonp M. RANDALL. 
RayMonp F. LaCour 
WitLArpD W. WHITLEY. 


John J. Corcoran, 307 Trensch Drive 


1. Cellar wall leaks, 
2. Driveway sunken (graded toward house causing rain water to accumulate 
along front foundation wall) 

3. Domestic hot water supply has no equalizer. 

$f. Cellar windows not calked 

5. Downspouts have no elbow at bottom ends, 

6. Toilet bowl loosely secured to bathroom floor, 

7. Water pipes rattle behind bathroom shower wall 

S. Gutters leak at roof edge. Rain water leaks down side of house between 
roof edge and gutter 

9. Topsoil was remove 


1. Very poor lawn 
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Robert B. Elston, 309 Trensch Drive 

1. Driveway is badly in need of repaving. 

2. A 1-inch space between garage door and floor. (Water accumulates on 
floor.) 

3. Insufficient calking between cinder block and wood frame. 

4. Bricks coming loose on back stoop. 

5. Copper leaders not completed 

6. Oil tank leaks on all four connections. 
Mrs. M. Rosner, 311 Trensch Drive 

1. Driveway needs repaving. (Prell promised to fix, but to date has done 
nothing. ) 

2. Concrete walk in back cracked. (Prell also promised to fix this but has 
done nothing. ) . 

3. Leaky plumbing which plumber promised to take care of. 

4. Too heavy a load on fuse box for all-electric house. Was told furnace 
should have its own line (fuses are always blowing). 

5. Open concrete blocks in garage. (Prill promised to fill in, but nothing has 
been done.) 

6. Heating system: Know for a fact that the entire unit was under water before 
we moved in. Suppose something happens to same due to this fact. Where does 
the responsibility lie? 

Francis Laders, 812 Trensch Drive 

1. Water runs down into window well and into cellar. 

2. Porch pitched incorrectly and water settles on same. Water also settles 
by window well. 

3. Garage door cracked and peeled. 

4. Kitchen floor sinking. 

Francis Scully, 815 Trensch Drive 

1. Water seepage in cellar. 

2. Cigarette burn in kitchen linoleum. 

3. Split panel in front door. 

4. Sinking driveway. 

5. Sinking and cracking front and rear stoops. 

6. Sagging kitchen floor. 

Charles L. Hunter, 318 Trensch Drive 
1. Rusted controls on furnace due to immersion. 
2. Fuel line from tank to burner not cemented. 
3. Dampness on cellar floor after heavy rain. 
4. Crack in boiler due to immersion from November 1950 to April 1951. 


R. F. LaCour, 313 Trensch Drive 
1. Concrete slab in cellar unfinished. 
2. Kitchen well at cellar strairs sagging due to lack of support. 
inthony Baseggio, 330 Trensch Drive 
1. Water in cellar. 
2. Loose plaster on ceilings (before we moved in). 
3. Floor in living room split. 
4. Linoleum in back hallway damaged. 
5. Stagnant water pools in back yard. 
6. Furnace foundation is temporary (fire hazard). 
7. Oil line from tank to burner loose and not encased in cement (fire hazard). 
8. Bathroom floor not finished and fixtures not completely installed. 
Eugene F. Donnelly, 332 Trensch Drive 
Improper grading (large puddles in back and side of house). 
Torn linoleum in back hall. 
Hole in asphalt driveway. 
Metal baseboards on upside down; keep falling off. 


ie Oo NO 


R. L. Morgan, 334 Trensch Drive 


1. Wet cellar. 

2. Poor drainage in back yard. 
3. Plaster chipped. 

4. Sidewalk cracked. 

5. Water in cellar getting worse. 
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Joseph Murphy, 335 Trensch Drive 

1. Accumulation of water in back of house on farmers property. 

2. Opening between roof and house a foot wide. 
Holes in shingles in loft preventing house from holding heat. 
. Dampness in part of cellar. 

5. Heating unit does not heat house completely. 

6. Poor grading in back yard causing top soil to wash down onto farmers 
property. 
Hugh Ellis, Jr., 337 Trensch Drive 

1. Stagnant water collecting in rear of house beyond property. 

2. Open drainage sewer at Hirschfeld Place. 

3. No cross walk at Trensch Drive and Hirschfeld Place. 
Charles BP. Daniels, 338 Trensch Drive 

1. Health hazard due to stagnant water in backyard (this water does not 
drain off). 

2. Heating system improperly hooked up. 

3. Bulge in northwestern foundation (darn thing looks like it is about to fall 
through ). 


* 92 


John S. Maimone, 341 Trensch Drive 

1. Water in cellar. 

2. Cellar floor badly cracked. 

3. Poor plastering job in garage. 

4, Wallpapering unfinished. 

5. Ceilings flaking. 

6. Ceiling in front bedroom has brown blotches, 
7. Tiles missing on bathroom floor. 

8. Bathroom floor never cleaned by tile man. 
Joseph Seco, 343 Trensch Drive 

1. Water in cellar. 

Holes in ceiling plaster finish. 

3. Loose bricks On steps. 
Anthony J. McGee, 345 Trensch Drive 

1. Water in cellar on north side (obviously due to poor bond between wall and 
eellar floor). 
2. Long ragged crack in cellar floor (in some places one-half inch wide). 
3. No trim on heat convectofs (promised by Prell since September). 

4. Cracks in outside foundation (pointed out by Veterans’ Administration 
inspector but never remedied). 
Robert J. Bisbe, 349 Trensch Drive 

1, Cellar leaks badly; cracks all over floor: water through floor and walls. 

2. Ditch behind house open (continual hazard for children; possible mosquito 
breeder). 

3. Ceiling in front bedroom cracked and stained from old leak. 

4. Pipe to oil tank on front lawn protrudes twelve-sixteenths inches. 

5. No trees planted in front of house as promised. 
Brian J, Armour, 353 Trensch Drive 

1. Seven leaks in cellar (worst leak hasn’t been fixed since signing title). 

2. Crack in cellar floor. 

8. Open drainage ditch in rear of house (safety and health hazard). 

4. Builder has yet to install miscellaneous electrical fixtures (have now oe- 
cupied house 4 months). 

5. Leaks in heating system and in circulating pump. 

6. Trees in front missing. 
Otto J. Pelican, 355 Trensch Drive 

1. Open drainage ditch in rear of house which constitutes a health and safety 
hazard. 

2. Seepage in cellar. 

3. No trees in front of house. 
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Willard W. Whitley, 357 Trensch Drive 
1. Basement floor severely cracked (water and air coming through). 
2. Land fill in rear of house composed of discarded building material. 
>. Open drainage ditch in rear of home constitutes possible health hazard and 
endangers life and welfare of my child and neighboring children. 
4. Basement height does not meet with VA requirements. 
5. Cellar walls leak (at various times have had 1 foot of water in basement. 
Prell has pumped cellar twice but I have personally shoveled water 16 times). 
6. No trees in front of house. 
Robert G. Moorefield, 358 Trensch Drive 
1. Cracks and excessive water seepage in basement. 
2. Improper grading of lot for watershed. 
ilfred Salvati, 859 Trensch Drive 
1. Water seepage in basement. 
2. Drainage ditch in back unsanitary. Back fill washing away. 
3. No trees as promised. 
Prederick L. Leenig, 360 Trenseh Drive 
1. Trees not supplied along curb. 
2. Only portion of shrubs furnished in front of house 
Robert O. Kuehl, 361 Trensch Drive 
1. Water in basement. 
2. Garage floor settling. 
3. Grading in back yard incomplete. 
4. Shallow basement (7814 inches from floor to joists and 71 inches from floor 
to bottom of center beam) 
5. Lack of trees in front of house as promised. 
VWichae l Kalavsky, av. 3862 Trensc h D) ive 
1. Mr. Morgan promised to have driveway fixed at time of closing but has 
taken no action, 
He also promised to have front lawn filled in where needed. 
Walls in cellar need waterproofing where small leaks are. 
Broken bricks on back stoop need replacing 
No trees out front. 


Danis ] J Ke nye du, 365 Tre peel Dy ne 


Ot da CO bo 


1. Potential health hazard at rear of property due to accumulation of water. 
2. Backyard fill composed of old building material 

3. Front lot only partially shrubbed. 

$. No trees in front as per contract. 


Daniel E. Muleare. Jr.. 367 Trenseh Drive 
1. Water seepage in basement through cracks in wall and floor. 
2. Front porch steps sinking and pulling away from house 
8. Poor and improper grading about foundation resulting in bad drainage. 
4. Promised trees but none vet. 
George F. Varvi, 369 Trensch Drive 
1. Severe water seepage in basement 


he Boi er on floor 
RE. J NStecklein, 120 Hirse hfeld Place 
1. Drainage problem in rear of house. 
2. Seepage in cellar. 
> Doors cracked and split 
4. Garage door does not operate properly. 
5. Trim on fireplace split 
Raymon VW. Randall, 121 Hirschfeld Place 
1. Water in basement (on occasion to height of 2 feet) 
2. Severely cracked basement floor. 
3. Damaged oil burner due to being submerged in water 
!. Improper clearance in basement ; 5 feet 10 inches to center beam. 
5. Improper drainage in back and side of house. 
6. Leak in roof at vent pipe. 


and 


ent. 
Ss). 


or 
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H. J. Fox, Jr., 132 Concord Street 
1. Soil erosion in rear (wall put up by builder collapsed before completion). 
John P. DiMarchi, 128 Concord Street 


1. Severe soil erosion in back of house. Retaining wall put up to correct 
condition insufficient. Wall collapsed after first thaw. 


George G. Gorman, 126 Concord Street 


1. Builder has cut banks into our back yard, one about 8 feet high and the 
other about 12 feet. These banks are constantly eroding making my back yard 
most unattractive and depriving me of use of my property on the lower level. 
suilder has promised to correct situation by erecting a substantial wall and 
bringing in fill, If the promise is kept 1 will be satisfied: but if it isn’t my 
neighbors and myself will have a costly problem. Even if promise is kept I 
will still have a problem because the wall is to be put on the highest bank of 
the lower level. However, I am willing to extend myself to help correct the 
situation, which is not of ny making but the builders, if he will keep his promise 
I would like to point out that we are paying taxes on property which is of no 
use to us and is an “eyesore” as well. He has already put up a wall but it 
isn’t strong enough because it collapsed I understand the weather isn’t con- 
ducive to such work but I don't think I am being unreasonable to expect him 
to keep his word this spring 
F.C. Pihlgu, 180 Concord Street 


1. Soil erosion in rear of house caused by builder taking out fill to use in 
other sections in complete disregard as to results. Promised to correct situa 
tion by building wall but built same in such a manner that the first storm tore 
it down. The condition is deplorable. 

Eleanor and James A. De Angelis, 306 Jordon Road 

1. We repaired everything ourselves after getting sick and tired of waiting 
for Prell. All we need is topsoil for the front lawn; the ceiling plastered where 
it is falling down and the wiring on the 220-volt line moved away from the 
water tank 
VU. W. Kooistra, 331 Jordan Road 

1. Cellar has water. 

2. Locks work improperly 

3. Doors have cracks in panels. 

1.R. Bate UY, 317 Jordan Road 

1. Water in cellar. 

2. Bedroom in rear has ceiling watermarked from roof leaks. 

3. Cracked ceiling in dining room caused by man insulating after we moved 
in and stepping on plaster boards. 

ft. Front doors and garage door cracked 

5. Windows and shingles are exceptionally loose. 

G. BE. Housa, 319 Jordan Road 

1. The shingles in my house are off about 3 inches. Accordingly, the shingles 
overlap the cellar windows and do not meet the house windows in the rear 
Half-inch space between 

2. Cellar door well needs support to keep it from sagging. 

Mr. Rains. The next witness is Mayor Walter Ochsner, Saddle 
River ‘Township. 

Mr. Prvovar. Mv name is Irving Pivovar, 281 East Lanza Court, 
Saddle River Township. 

Mr. Wipnauy. Is that in Delham Tlomes / 

Mr. Pivovar. Yes. 

Mr. Rains. Are you appearing as a representative of the city / 

Mr. Pivovar. Asa representative of the home owners. 
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STATEMENT OF IRVING PIVOVAR, SADDLE RIVER TOWNSHIP 


Mr. Prvovar. We have a development of 31 homes, and just about 
a week ago 27 of those 31 homes were either wet or flooded. We have 
a guaranty of a year from the builder for a dry basement, but during 
the time that these basements were wet and flooded, none of his men 
appeared to work on the development or alleviate the conditions. 
In some of the instances we have a building code in the township which 
prohibits getting water pressure into the sanitary sewers and the 
builder has, in at least four instances that we are certain of, tapped 
that water into our sanitary sewers. The danger of that is if there 
is a back-up of the sewage, we are going to get that right up under 
our buildings. 

There is improper drainage in the homes, aside from a lot of other 
complaints, such as cracking sidewalks, although the development 
has been fully occupied now for just about a month. The streets 
are breaking up. 

We have flooded conditions in back yards which are going to present 
a mosquito hazard and which are going to present a general health 
problem. The builder has thrown his trash—and I have a map of the 
area. We have a little brook running around the development. He 
has thrown all his trash in there, blocking up some little channels we 
have of getting some water drainage off the property. 

We also have some photographs which I would like to submit to 
the committee, showing some of the wet and cracked basements. 

We can’t seem to do anything with the builder. He is now work- 
ing on another development under a new home name. 

Mr. Wipnatt. What was the name of the builder in the original 
instance / 

Mr. Pivovar. It is Delham Homes, Inc. They are now Westwood 
Homes. They are working in a new development and consequently 
the men being used there cannot be here to help our condition. 

Mr. Wimnatu. Where is the Westwood Homes Development? Is 
that in Westwood, N. J.? 

Mr. Prvovar. It might very well be. Mr. Ochsner was supposed 
toappear. I understand that you did give him a certain time to come 
down, which was a little later than it is now. He was going to come 
down with the plumbing inspector who went around with me the other 
day and found these specific violations which were subject to fines. 

Mr. Gamste. Is he also a sewer inspector, too? Does he act in 
that capacity / 

Mr. Pivovar. Yes. The situation there was that Mr. Ochsner him- 
self was a minority member of the township committee before the 
past month. He has recently been elected township chairman. In 
October, before half the homes were fully occupied, he had writ- 
ten the VA, telling them that these conditions which exist now were 
going to crop up. He received no response, no reinspection, and no 
satisfaction. 

He\ has done his utmost to bring the matter to light. Now that 
everyone is in there, the situation is finally appearing as he had 
previously stated it. 

Mr. Gambier. When you started your remarks and you were inter- 
rupted, did you say that they were requiring a deposit now, that the 
municipality was requiring a deposit from these builders ? 
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Mr. Prvovar. No. 

Mr. Gampie. You did not finish it. 

Mr. Prvovar. Since the new administration has come in, they have 
put a lot of pressure on the builders to conform to their building codes. 
Prior to that, the inspections were very lax. This one instance of 
tapping in the sewers is definitely against regulations. But the 
previous township-committee inspector let that go through. He 
either did not see it or did not want to see that. 

Mr. Winpati. Were these matters brought to the attention of the 
FHA or the VA“ 

Mr. Pivovar. The VA definitely. In October, Mr. Ochsner wrote 
them a letter, telling them that these conditions were going to appear 
and to immediately stop offering mortgages. 

Mr. Appontz1o. Did he do anything more than write the one letter ? 

Mr. Pivovar. Yes; he wrote to Mr. Widnall, to Representative Wid- 
nall, about that matter some time ago. We ourselves have written 
to the Veterans’ Administration. We have written various letters 
and so far we have not heard from the Veterans’ Administration our- 
selves. 

Mr. Wipnatt. For the purpose of the record, he sent me a copy of 
a letter that he sent to Senator Hendrickson. He did not write me 
a letter. 

Mr. Gamete. If he had, he would have gotten a reply promptly, I 
am sure. 

Mr. Wipnari. Have any of the home owners in this section directly 
contacted the VA ¢ 

Mr. Prvovar. Yes; several have. We have contacted the bank in- 
dividually and collectively. Again, we seem to be on the ground 
where everybody has approved the thing. It has gone through and 
we are just stuck with it. 

Mr. Wipnauu. Are these all VA homes or FHA too? 

Mr. Pivovar. They are all VA. I don’t know whether they are 
FHA. They are at least 90 percent VA. 

Mr. Wipnauti. Who is the person within the Delham Homes De- 
velopment Corp. that was head of that corporation / 

Mr. Pivovar. Mr. Hamilton and a Mr. De Lorenzo. They were 
president and vice president. 

Mr. Wipnatu. And you believe they are the same people in West- 
wood Homes ? 

Mr. Pivovar. We know that to be so. 

Mr. Wipnati. Will you leave the evidence that you brought with 
the committee ? 

Mr. Prvovar. Yes. 

Mr. Gambier. What is the plot that you have there, Mr. Witness? 

Mr. Prvovar. Over here we have marked the areas that have con- 
stant water floods. 

Mr. Apponizio. Will you raise that up so that we can see it, ple: 

Mr. Pivovar. This is on a down-grade [indicating], and mght in 
here we have a collection of water which will remain for weeks after 
the previous rain. There is no place for it to drain off. It has been 
coming into the basements, even into the basements of the houses on 
top of the hill. 

Mr. Gameie. Have you storm-water drains in the streets there ? 


or 
_ 


ise? 
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Mr. Pivovar. We have just one sewer and that is taking up every 
bit of storm drainage and sewage drainage in the area. We have 
numerous tracks that we have marked out with spots on the sidewalk. 
We have a number of wet spots and low levels in the streets. Oddly 
enough, at this time of the year we have two homes that already have 
mosquitoes and are eating some of the children up. 

Mr. Apponizio. I notice on that diagram, on the right there, you 
have swampland marked off. 

Mr. Pivovar. That is down below the development. 

Mr. Apponizio. This particular development wasn’t put into a 
swamp, was it 

Mr. Pivovar. Yes, this was built on top of swampland. It was ap- 
proved again by that previous township committee. 

Mr. Gameie. Did the VA or the FHA approve that site before they 
saw it? 

Mr. Prvovar. Yes; by the VA. 

Mr. Gameie. And it was swampland when they approved it 4 

Mr. Pivovar. It was filled-in swampland. 

Mr. Gamsue. It was still swamp. 

Mr. Pivovar. That is right. Over here, we have a brook running 
around the development which should take some of that drain off, and 
the builder has piled that up so with his builder’s trash that there is 
just no chance of that water draining off. With a heavy rain it just 
backs up and again hits these homes. 

Mr. Gampie. I think you ought to leave that plot with us, so that 
it can be given further study. 

Mr. Wipnaun. Do you have any statements of the home owners that 
you want to submit at this time / 

Mr. Pivovar. Yes; I have some individual statements. I do know 
that the inspector of sewers, with Mr. Ochsner, could add some other 
vital information. I hope that you will call upon him. 

Mr. Wipnauu. If he is in later, he can testify. 

Mr. Wipnatu. The next witness is the representative of the Conti- 
nental Ridge, Ine., development, Mr. Daniel F. Noonan. 


STATEMENT OF DANIEL F. NOONAN, RIVER EDGE, N. J., REPRE- 
SENTATIVE OF THE CONTINENTAL RIDGE, INC. 


Mr. Noonan. I have prepared a couple of minutes, a summary of 
what we are intending to say. 

Mr. Rarns. All right. 

Mr. Noonan. Thank you for affording us this opportunity, as part 
of our local committee, to present to you letters of compl: uint pli iced 
in our hands by the residents of Howland Park, River Edge, N. J., 
bringing to your attention the plight of numerous dissatisfied home 
owners Whose homes have been inspected and guaranteed by the Vet- 
erans’ and the Federal Housing Administrations, 

It is our contention that the first responsibility of these Federal 
agencies is to the Government, secondly to the home buyer, and finally 
to the builder concerned. 

We believe these agencies have in many instances reversed the order 
of their responsibilities. We therefore submit to you approximately 40 
letters from home owners in our community, indicating the failure of 
the Federal agencies involved in the inspection of their homes. 
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We have, wherever possible, attached relative correspondence ex- 
changed among ourselves, the builder and the Federal agencies. We 
sincerely believe that when the facts are brought out, it will be proved 
beyond a reasonable doubt that these Federal agencies have acted in a 
manner foreign to the welfare of the home buyer. 

We contend that vour inquiry will reveal that final inspections were 
made on many houses by the VA and/or the FHA although the pres- 
ence of the inspector was not made known to the home owner. This 
has come to be known as a “fast inspection from a slow-moving car. 

In many instances, this correspondence indicates that Fede ral 
approval was given on the word of a builder or his representative to 
the effect that the home was in good order and that all complaints had 
been remedied. 

We also submit a photostatic copy of an official survey prepared for 
the Borough of River Edge on July 1, 1951, by the present borough 
engineer. In our opinion, this survey indicates that numerous homes 
are short many feet of filled-in rear property which was to be rough 
graded to specifications of the official map and not as it is presently 
graded. 

Many home owners complain that the drainage of their respective 
area has been so directed that a treniendous flow of water overruns 
their rear yards with such force as to destroy or render useless retaining 
walls built to withstand the onrush of such water. These individuals 
spent many thousands of dollars in the construction of these retaining 
walls. 

Others complain that their rear yards become water basins collecting 
runoff water from entire areas surrounding their homes, which in turn 

causes Wet basements. They state this is caused by faulty grading and 

sik of proper waterproofing. The greater majority of these dissatis- 
fied home owners complain that basements are wet and tn many In 
stances completely inundated. 

With regard to these specific complaints, Mr. Stephen Dudiak, 
president of the Northern New Jersey Home Builders Association 
and special representative of the VA, appointed a qualified expert to 
inspect more than 100 of these homes and make a written report to 
him. 

Mr. Ratns. What was his name? 

Mr. Noonan. Mr. Stephen Dudiak, the president of the Northern 
New Jersey Home Builders Association and special representative of 
the VA. This inspection report will be presented as evidence to this 
committee by Mr. John Giand, the chairman of our local committee. 
We sincerely trust that this inspection report will be inspected by 
your committee as evidence from an outside source as to the merits 
of our claim. 

Mr. Dudiak has indicated to us that he will make a personal inspec- 
tion of these people’s complaints and will prevail upon the builder to 
make the necessary repairs and improvements as recommended by Mr. 
Dudiak. 

Inasmuch as Mr. Dudiak will be present at this committee hearing, 
I respectfully request he certify as to the facts stated here. These 
home owners are now in the position where they depend on the ful- 
fillment. of Mr. Dudiak’s word. Mr. Giand will produce approxi- 
mately 200 individual complaints from home owners in our locale, 
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and can give a breakdown as to the quantity and nature of these 
complaints. 

[ believe future difficulties can be avoided by providing: 

1. That the Federal agency, upon approving a mortgage, provide 
the buyer with a booklet explaining the guaranties of the builder. 

2. That at the closing of title the builder post a maintenance bond 
of at least $1,000 to guarantee the home for a period of 1 yeat. 

Mr. Ratns. We agree exactly on that. 

Mr. Noonan. This was prepared before I came to this meeting. 

3. That a final inspection of the property be made by the Federal 
agency 1 year subsequent to the closing of title. 

4. That a space be provided on the final inspection report sheet 
for the approval or disapproval of the home owner, to certify that 
he is aware of the final inspection findings. 

I believe that regulations embodying these conditions can go a long 
way toward eliminating the necessity for committees such as our own, 

Thank vou very much, gentlemen. 

Mr. Rarns. That is a very good statement. Let me ask you this. 
I did not get the connection as to Mr. Dudiak being a special repre- 
sentative of the VA. Did you mean of the home builders or the 
veterans ¢ 

Mr. Noonan. The VA. 

Mr. Rains. Was he appointed by them? 

Mr. Noonan. He has advised us that he has been appointed a special 
representative by the VA. I only have his word on that. 

Mr. Wipnary. A special representative or a special compliance in- 
spector ¢ 

Mr. Noonan. Well, he said a special representative. 

Mr. Ratns. He is going to testify later; is that right ? 

Mr. Noonan. We already have a letter signed by him and I believe 
it says special representative of the VA. 

Mr. Ratns. Is he a member of the New Jersey Home Owners? 

Mr. Noonan. He is the president of the Northern New Jersey Home 
Builders Association. 

Mr. Gamere. He is going to testify this afternoon ? 

Mr. Noonan. He is president of the Home Builders Association of 
Northern New Jersey. 

Mr. Rarns. Where is your place located ? 

Mr. Noonan. My home is located at 173 Mohawk Drive, River 
Edge, N. J. 

Mr. Rains. River Edge, N. J. 

Mr. Noonan. Yes, sir. Gentlemen, I would like to say this, as I 
have told Mr. Widnall before. My home would not be a criterion as 
to what was done or not done in these various localities because I was 
a hothead. As soon as I did not get what I thought I was entitled to, 
I started screaming right off the bat and I got darn near all of what 
I wanted, through the intervention of Mr. Widnall and Senator Hen- 
drickson. The VA and the FHA did come to my aid, at the instiga- 
tion of both these gentlemen. 

Mr. Ratns. That shows what a good Congressman can do. 


Mr. Wipnatt. Mr. Giand. 
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STATEMENT OF JOHN THOMAS GIAND, RIVER EDGE, N. J. 


Mr. G1anp. I have here a list of the deficiencies in approximately 
250 homes in the development known as Continental Ridge, Howland 
Park, River Edge, N. J. Of the 250 homes I have the following 
complaints. 

Mr. Apvonizio. Can you give us the builders in each one of those 4 

Mr. Granp. We have one builder in that development. It is known 
as the Continental Ridge, Howland Park, development. 

Mr. Cots. VA-insured / . 

Mr. Granp. VA and FHA. 

Mr. Corr. Both ¢ 

Mr. Granp. Yes, both. We have 160 homes which have water in 
the basements. We have 14 homes with split cellar beams. We have 
14 homes where the heating systems are below the level of the base- 
ment floor. We have 41 homes that have roof leaks and interior wall 
leaks. We have 12 homes which have defective paint jobs; and by the 
term “defective paint job,” I mean this: That in a period of 6 months, 
there is no longer any paint on the house. It is black.. 

We have 12 homes which have split shingles and clapboard sidings. 

We have six homes with defective thermostat and heating controls. 
Bad heating ducts, and I mean where the homes have had common 
sheet iron put in instead of galvanized sheet metal. 

We have 25 known sewer violations. By that I mean this: that 
the builder has cut trenchers into these basements, put crushed rock 
underneath, building paper over the crushed rock, has put a hole in 
the sanitary sewer and has used that as a drainage system for the 
basements. 

We have three homes that have missing shrubs. 

We have two homes where dead trees were left on the property. 

We have 16 homes with sunken driveways. 

We have three homes where the driveway is so pitched that every 
time it rains, the garage gets completely flooded. 

We have 14 homes where there is a land shortage up to 30 feet. 
People have paid extra for this property and have not received it. 

We have 23 homes with sunken patios, and so pitched that when it 
rains, the water lies up against the side of the house and goes down 
into the basement. 

We have six homes where there are buckled bathroom floors. In 
some cases you can lift the tile up with your hand. 

We have two homes where there is improper pitching of the sanitary 
sewer so that the sewer runs uphill instead of downhill, and in every 2 
or 3 months it backs up, comes into the basement tub and causes quite 
a stench. 

We have 63 homes that have no drainage whatsoever. 

We have three homes where the flat garage roof is so pitched that 
the water lies up against the house and stays there for weeks. 

Some of the things we certainly would like to ask the VA and the 
FHA, and whoever is responsible for these conditions are:, 

1. Why did the VA allow homes to be built in a swamp area without 
proper drainage installed before construction was started ? 

2. Why did the VA allow cinder-block foundations to be used 
without proper waterproofing in a swamp area ¢ 
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3. Why did the VA pass and O. K. homes with sagging ceilings, split 
cellar beams, heating units and hot water unit heaters below floor level 4 

t. Why did the VA pass and O. K. homes with no regard for prop- 
erly graded rear areas, especially where certain areas had no outlet for 
the water, so that the water lays in back yards for weeks at a time. 

5. Why did the VA pass and O. K. homes on which people had 
paid extra for larger plots and which, to this date, were never filled 
with the proper fill ? 

6. Most of all, what we people would like to know is why those who 
were fortunate enough to have a VA inspector come to their homes 
were given the impression that the VA inspector was not there to 
represent the home owner, but to represent the builder and that we 
were made to feel that the VA had done us a personal favor in grant- 
ing the loan to us, and that we should not complain about water in 
the basement, heating units below floor levels, split cellar beams, roof 
walls and window leaks and no grading of the property ? 

Some time ago I wrote to the FHA and asked them would they be 
so kind as to send an inspector to my home. ‘The answer I received 
Is as follows: 

Mr. JoHN T. GItanp, 
184 Mohawk Drive, River Edge, N. J 

Dear Mr. GIAND: Our inspector has reported that your recent complaint has 
been inspected and has been found either to have been corrected or not to be 
justified. If such is the case, we are closing our file at this time. 

That is signed by Richard S. Whitesell. I took title on that home 
January 26 of 1951. I hereby publicly state that neither Mrs. Giand 
nor I myself have ever spoken to a Veterans’ Administration inspector 
or a Federal Housing Administration inspector; that no one has been 
in our house. To this day I can show evidence of split cellar beams 
one-quarter of an inch in width. I can also show you a hole approxi- 
mately 4 feet long and 32 inches wide and about 16 inches deep, full 
of water. I can also show you many homes, including my own, where 
we have to tap walls and run a garden hose down to the sewer line in 
order to take the pressure away from the cinder blocks. 

The water table has risen 414 to 5 feet within the walls of the house. 

[ then received a letter from Mr. Dudiak. It says: 

I am taking the liberty of writing to you, Mr. William Keene, Mr. Girard 
Gibney, and yourself, as I understand that you three gentlemen are the spokes 
men for the new-home owners in Zerman’s River Edge development.  Cor- 
respondence that I have received from Congressman Widnall and the Veterans’ 
Administration have indicated to us that in all fairness to the home owners 
n your group, a meeting with you gentlemen or other leaders of the community 
would surely be in order. 

It is my thought that a direct approach to the problem would accomplish 
more than could otherwise be hoped for and that we could gain much toward 
arriving at a solution to the problems of all parties concerned. If you will get 
in touch with me at Prescott 7—-4641, I will be happy to arrange a meeting at 
your convenience as to time, place, and date. 

Very truly yours, 
STEPHEN DUuDIAK, 
President, Home Builders Association of Northern New Jersey. 

A copy was sent to Congressman Widnall and to the Veterans’ 
Administration. 

Mr. Rarns. Did you have that meeting ? 

Mr. Granp. I will lead up to that, sir. 
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Prior to that T had asked Mr. Dudiak for a copy of a letter which 
Mr. Zerman had written to Mr. Chester L. Brown, Veterans’ Admin- 
istration, 20 W ashington Place, Newark 2, N. J. 

We wish to inform you as to the action which we are taking to cooperate 
with the Veterans’ Administration in bringing to conclusion the servicing prob- 
lems in the above mentioned developments which we completed approximately 
6 months ago. We have requested Mr. Stephen Dudiak, the special representa- 
tive of the Veterans’ Administration, to act for us in arranging a meeting be- 
tween several appointed leaders of the purchasers of homes in question and rep- 
resentatives of our construction company, to determine how the complaints 
can best be satisfied. We intend to cooperate to the best of our ability and we 
will require assistance and cooperation from these leaders. 

Meanwhile, our service group is continuing their work in accordance with the 
request from your office on all small complaints and installations of the storm 
sewers. 

We have two homes up near the creek side that were caving in. 

grre. eS Ay 1 EO EOE . 

Finally, I guess the VA, in conjunction with Mr. Dudiak, compelled 
them to put in a large sewer line and fill the whole area in. 

We feel sure that with cooperation from all parties in the development, the 
Veterans’ Administration and our organization, all problems will be quickly 
reconciled. 

One week after [ received this letter, Mr. Zerman took his workmen 
and fired every one of them from the development. 

Mr. Rains. Sorry to interrupt you, but how much longer is your 
statement ¢ 

Mr. Granp. About 3 or 4 minutes and I will be through. 

Mr. Rats. All right. 

Mr. Gianp. Shortly afterward, the committee met with Mr. Dudiak. 
and he assigned one of his own waterproot experts to inspect our area. 
I have here Harold Valentine & Co.'s report. The inspection report 
is of approximately 136 homes, and of the 136 he recommends 82 sump 
pumps. 

Shortly afterward, we had a meeting with Mr. Zerman and Mr. 
Dudiak. At that time Mr. Zerman discounted this report and would 
have nothing of it. Instead, we have received this letter. 

This is to certify that we have met with your committee in an attempt to bring 
about a solution to the problems existing in your development. Your com 
mittee presented a full and detailed report of the following. 


1. Basements: Waterproofing, sump pumps wherever needed. 
2. Violations where the known presence of violations of health code exists. 
3. Violations, where known violations of installations of heating units and 


ter heating units exist—immediate relief of same to be provided. 

4. Drainage: Correction of said problem at 

(a) Rear of houses on south side of Van Suan Drive. 

(b) East and southeast section of Princeton Drive. 

(c) Bogert Road area. 

5. Ditch problem: shortage of property, lack of fill, improper grading. 

6. Rusty ducts. 

(a) Baffile plates burned out. 

(b) Thermostatts inoperative 

(c) Bad and imperfect valves 

7. Damage to interior walls as a resulth of leaky roofs. 

&. Patios pitched toward house. 

9. Absence of shrubs. 

10. Shade trees. 

We hereby assure you that after personal inspection of your homes by the 
undersigned, that Mr. Zerman will follow the recommendations of Mr. Dudiak 
and agree to comply with same. 
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This is signed by Milton E. Zerman, president of the Eagle Con 
struction Co., and Stephen Dudiak, president of the Home Builders 
Association of Northern New Jersey and special representative of the 
Veterans’ Administration. 

This is what happened since then. The builder has come in. He 
has installed five sump pumps. He has put absolutely no drain tile 
in the basements. For the love of God, I cannot understand how in 
the heck is a sump pump 20 feet away from the water supposed to go 
through clay and find its low spot there. I have asked several men 
who are engineers on construction, and who are familiar with the 
installation of sump pumps in basements, and each and every one of 
them has told me this: that in order for a sump pump to work properly, 
vou must install drain tile around the inside and under the basement 
floors pitched to the given area where the pump is. That is the only 
way you can carry the water away from the basement and out into 
the street. 

[ am now waiting to make an appointment with Mr. Dudiak, whom 
I have had occasion to have the utmost faith in. He has always 
shown himself to be an upright and honest individual. 

Mr. Zerman, on the other hand, will have to prove himself, and I 
sincerely hope that by the letter which he has given us, that he will 
prove himself. 

Mr. Rains. The committee will be interested in knowing the out- 
come of your conversation with Mr. Zerman and Mr. Dudiak. 

Mr. G1anp. ‘Thank you very much. 

Mr. Wipnatx. Do you have some statements and pictures to submit ? 

Mr. Granp. I would like to present 40 letters from interested home 
owners certifying as to the reactions they received from the VA 
and/or FHA. In some instances, they state they have never seen an 
inspector. I also attach several photographs of some of the little 
indentations or holes in these cellars that were taken. I am submit- 
ting this survey report, mace for the borough ot River Edge and 
certifying as to the shortages of filled-in property, in the rear of cer- 
tain homes. 

Mr. Wipnati. Mr. Noonan, are those statements in addition to 
the ones that you previously submitted to the committee ? 

Mr. Noonan. Yes, sit. 

Mr. Wipnaui. Concerning monies that were held in escrow and 
then released without the work having been done? 

Mr. Noonan. They are. 

Mr. Wipnacyt. And where, to the knowledge of the property owners 
in your development, no inspector had come around to look at the 
properties / 

Mr. Noonan. There are numerous home owners who have not been 
made aware of the inspection by such inspectors of the VA or FHA. 

Mr. Wipnaux. The other statements will be incorporated in the 
record ? 

Mr. Noonan. Yes, sir. 

Mr. Ratns. The committee will stand in recess until about 2 :15 
p.m. We are going to try to see one or two of these houses in the 
meantime. 

(Whereupon, at 1 p. ™m., a luncheon recess Was taken to:2 2 :Lo p- m.) 
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AFTERNOON SESSION 


Mr. Rains. The committee will please be in order. 

In order that the committee may have full and complete informa- 
tion, we have divided up, and part of the members are out on an in- 
spection tour of some of the places we have been hearing about. In 
order to afford everybody an opportunity to be heard, the rest of the 
committee will sit until others get back. The first witness here is 
Mayor Ochsner. Please give us your cooperation on brief statements. 
This committee must recess at 5:15. We have to dothat. Tomorrow 
we have to be in Bayshore, Long Island. Next week we have to be in 
a uhoma City, Houston, Tex., Corpus Christi, San Francisco. It 

. problem that goes all the way across the Nation. Please co 
an eats with us and let us make these statements to the point, remem- 
bering that 5: 15 isthe deadline. 

Next witness, Walter J. Ochsner, chairman of the Township Com 
mittee, Saddle River Township, N. J. 


STATEMENT OF MAYOR WALTER J. OCHSNER, CHAIRMAN OF 
TOWNSHIP COMMITTEE, SADDLE RIVER TOWNSHIP, N. J. 


Mr. Rarns. You may proceed, Mr. Mayor. 

Mr. Ocusner. This is Mr. Rene Stachelrodt. 

Mr. Gambier. In what capacity / 

Mr. Sracuerropr. Sanitary inspector, first class, board of health. 

Mr. Ocusner. On my right is Fred F. Avella, present building 
inspector. 

[ would like to start with the letter which I sent to the Loan Guar- 
antee Office, Veterans’ Administration, 20 Washington Place, Newark, 
N. J., to the attention of Mr. Chester L. Brown, chief loan guarantee 
officer, a copy of which I sent ie to Congressman William B. Wid 
nall. This was sent in October, at a time when a good part of the 
homes had not yet been occupied. I hoped by this letter to—I hoped 
that. this letter would bring about another VA inspection and force 
the correction of conditions which existed in homes which at that time 
were already occupied. 

Mr. Rarns. Let us ask you a few questions so as to get the locale. 
Where are these homes loc ‘ated 4 ¢ 

Mr. Ocusner. It is in the text of the letter, in Saddle Rivet 
‘Township. 

Mr. Rats. Saddle River Township ? 

Mr. Ocusner. All of the homes are in Saddle River, N. J. 

Mr. Gampie. Locate Saddle River for the chairman. He is not 
familiar with the geography up here. 

Mr. Ocusner. Saddle River is on the west side of Saddle River. 
It borders on Saddle River. It is bounded on the north by Fairlawn. 

Mr. Ratns. Could you sum the letter up for us? We had that letter 
in the record yesterday. I don’t mean the exact letter, but a similar 
letter involving a development, addressed to Mr. Brown. Sum up 
what you told him and your reaction, and then offer the letter for the 
record. 

94701—52—pt. 210 
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Mr. Ocusner. Well, this letter describes the conditions which ex- 
isted at the time that I made an inspection with the present building 
inspector, during about February of this past year, I think. That in- 
spection showed that the basements had been excavated to a depth far 
below the water table, creating a situation which would make these 
basements useless without extraordinary precautions being taken to re- 
lieve the terrific water pressures to be expected. Instead of such meas- 
ures being taken, the basements were constructed of 10-inch cinder 
block, in violation of our building code, as amended, which requires 
that all foundations in cellar floors be kept above the maximum water 
table. 

Mr. Rartns. Are those maximum water tables available to those 
who desire to build? Can that be had? The water table is a matter 
of record ¢ 

Mr. Ocusner. The building code requires that the builder furnish 
the building inspector with a statement by a reputable engineer as to 
the level, the water table level. 

Mr. Rains. Was that done in this instance before construction was 
started ¢ 

Mr. Ocusner. No; it was not done in this instance and it was not 
done in the case of any single development that I know of in Saddle 
River Township. Our population has increased since 1940 from 3,000 
about 3.500 until today we have about 9,000. I believe we built, dur- 
ing the past 4 years, about fifteen hundred homes, at least. None of 
these homes are built in accordance with the buildings codes and every 
one of these developments—and there have been many—lI could enu- 
merate 20 of them—all financed by VA or FHA—in every one of them 
we have the same conditions as we find here in the case of Delham 
Homes. 

Mr. Rats. Why, if they are in violation of your building and your 
sanitation code of the city, why did you let them be built 4 

Mr. Ocusner. I want to point out that I am mayor only since this 
past January. The reason that these homes were built in violation 
of the code—I can see no other reason—than that there was collusion 
between the municipal officials and the VA inspectors, the FHA in- 
spectors and the builders. 

Mr. Rarns. Under the present sanitation code, do you have the legal 
authority, as stated in the law, to prevent any building that does not 
qualify under that sanitation code? 

Mr. Ocnsner. That is correct. 

Mr. Rains. I think that would go a long way toward correcting a 
lot of difficulties, a proper kind of sanitation and building codes. 

Mr. Ocusner. Definitely. Where our codes are weak, I intend to 
revise them. 

Mr. Rains. There is one other question. You made the statement 
that it was apparently collusion. Of course, we don’t like to let those 
statements go unchallenged. When you say collusion, I would like 
for you to tell me who colluded with whom, when, and where. 

Mr. Ocusner. I repeat my statement. Isaid that I can see no other 
reason. 

Mr. Rains. Then you don’t have any proof of collusion, other than 
just an opinion, is that correct ? 

Mr. Ocusner. I, naturally, at the moment, don’t have any proof. 





—— 
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Mr. Rains. We would be glad to have the committee furnished with 
any proof that you do have or can find of it. 

Mr. Ocusner. I may very well dig up some. If I do, I will furnish 
you with that proof. 

Mr. Rains. Thank you, Mayor. 

Mr. Ocusner. This Delham Homes is one instance. I did not hear 
ftom either the VA or from Congressman Widnall until January 10, 
at which time I think all but one or two of the homes were occupied. 
The residents of Delham Homes testified before your committee this 
morning. I don’t understand why this was just ignored, this letter 
of mine. 

When I did hear from the VA inspector—and his name is William 
Schwenn—he called me on the phone on a Saturday, I believe it was 
about a month ago, and asked if I would be available to go down and 
inspect Delham Homes with him. I agreed and we went down to the 
development the following day, on a Sunday. I was acompanied 
by my colleague, Committeeman John Lemming, and the township 
engineer, David Casino. We went down, talked to the residents and 
looked over the development. 

The sanitary sewers In some cases were clogged up and the people 
were complaining that they couldn’t flush their toilets. We got a 
crow bar and a shovel and the engineer—I had hoped that he would 
be here today, but I guess he couldn’t make it—pried up the cover 
of the manhole, and in contradiction to a letter which the previous 
township engineer had offered to the township committee, that these 
sanitary sewers had been cleaned out before acceptance by the town 
ship committee, these sewer mains gave every evidence of never having 
been cleaned out. 

Mr. Rains. Now, wait a minute, Mayor. You don’t say that it is 
the V.A’s job to clean out the sewer mains, do you 4 

Mr. Ocusner. I am trying to point out that these things, in my 
opinion, exist only when there is collusion between the municipal offi 
cials and the VA inspectors and officials. 

Mr. Rains. I want to get one thing clear. We did not come up to 
New Jersey to get into any arguments between municipalities. We 
are certainly not charged with that. The VA and the F HA, unless you 
have definite information, are not charged with the maintenance of a 
city sewer system. I hope you will confine your remarks to the juris 
diction of this committee, which has nothing to do with the failure of 
any municipality to perform its functions. We cannot control the 
municipalities. We are interested in looking into the failure of the 
VA or FHA to doa job. We can’t go into all the municipal services 
rendered. I think that is the city’s business and I think people in 
the township and cities are charged with looking after their own af- 
fairs so far as that is concerned. I would not want to get the record 
encumbered with the failure of a lot of municipalites to render the 
services which they ought to render to their residents. I wish you 
would point your testimony toward the construction, the inspection 
and all that on the project. 

Mr. Ocusner. I brought up the name of the VA inspector, Wil- 
liam Schwenn, with whom I went over the development. I think a 
remark that he made to me is very much to the point and should be 
inthe record. Afterward, when we had looked over the development, 
we were discussing what could be done about rectifying the situation. 











240 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


Mr. Schwenn said, “Take my advice. Don’t get yourself involved 
with these veterans. You will find they are always full of complaints 
and all you are going to get is trouble.” 

Mr. Rarns. Is he a fee inspector for the VA? Is he a local man or 
is he attached to the Newark office of the V A ? 

Mr. Ocusner. He is attached to the Newark office. I don’t know 
how he is paid. I don’t know anything about him, except his name. 
[ went over that development with him. He also told me that the 
inspector of Delham Homes, since I had written the letter, had been 
fired, but some remarks that he made, showing that he knew of the 
conditions which existed a year ago, led me to believe that he is the 
sel f-same inspector who had always been on the job. 

Mr. Rains. Do you know whether that is mght or not? Did he 
say whether or not he had been the inspector from the beginning 
on these homes ? 

Mr. Ocusner. He said he had not been, but he knew of conditions 
which existed last February; and he took credit for having done 
some things there which took place before last February. Mr. Avella 
and I visted that development back in February 1951, when the 
homes had not yet been completed. The basement foundations were 
in. The cellars were all filled with water, anywhere from 2 to 4 
feet. The foundations had not yet been back-filled and we couldn't 
approach the homes there was so much water there. 

Mr. Rains. That was before they occupied them ? 

Mr. Ocusner. That was before the houses had been built. I went 
to the township officials and complained about it and so forth. It was 
in the papers, and all during that time—in fact, during the last 5 
years, with all of these compl: unts going on in Saddle River Town- 
ship, the VA nor the FHA—I never saw any evidence that they were 
paying any attention to the residents. I have a number of letters 
here from residents. Here is a typical one from a resident of Blue 
Ridge Homes. 

Mr. Rarns. Suppose you just give the letters for the record be- 
cause you have many of those. 

Mr. Ocusner. Complaining about their homes, the manner in 
which they had been, to quote them, “cheated,” and complaining 
about the fact that the VA just simply did not care. If the remark 
of Mr. Schwenn in January is typical of the VA attitude, I think 
one of the things that should be done is to fire half of these VA 
inspectors. 

Mr. Rarns. What you think and what I think should be done at 
least is to see that they are competent and have adequate inspection 
of these various projects. I agree with you thoroughly on that. 

Mr. Ocusner. It has been a public scandal in Saddle River Town- 
ship for the past 5 years, the type of homes and the lackadaisical 
construction that is going on there. The VA must have known ebout 
the conditions that existed. The development maps that were sub- 
mitted to the township committee and approved by the towaship 
committee, in very few cases do they show grades. In no cases do 
they show drainage. Only after I was on the committee did we get 
some developers to show some storm drains on the maps and have them 
install those storm drains. I feel it was the VA’s responsibility also 
to see that the sites that were selected were suitable for home develop- 
ment. The worst ones that I can think of are the Wilson Homes. 
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There is an example of—we had Cozy Cottages, which is another bad 
example. 

Mr. Rains. What was that ? 

Mr. Ocusner. Cozy Cottages. It was built by William Wilson, 
Saddle River Township. A map No. 1 was submitted and percola- 
tion tests were requested and taken by Mr. Stachelrodt here. That 
was how many years ago, Mr. Stachelrodt ? 

Mr. Sracuetropr. ‘Three years ago. 

Mr. Rains. Were those percolation tests and the engineering in- 
formation which you gathered furnished to the builder ¢ 

Mr. Sracuerropt. ‘To the builder and to the VA. 

Mr. Rarns. Did they conform to those tests? 

Mr. Sracuetropr. On map No. 1 they conformed to those tests, but 
they went ahead and built maps Nos. 2 and 3 without requesting any 
more percolation tests or any more recommendations from the execu- 
tive oflicer.or from the board of health. 

Mr. Rats. The percolation tests that you make, do they hold for a 
specific area ? 

Mr. Stracuetropt. Map No. 1 was for a specific number of houses. 

Mr. Rains. In other words, even though they may be adjacent, the 
places where it is built, the percolation tests still differ ¢ 

Mr. Sracuetropt. They differ completely from shale soil to a clay 
soil. 

Mr. Rarns. One of the things needed is competent and adequate 
engineering on the site, is that right ! 

Mr. Sracueiropr. That is true, and also they should get in touch 
with the local inspector to get his recommendations on each one of 
these houses being built, or the percolation test behind each house 
because they differ from lot to lot. 

Mr. Rains. Do you have some pictures that you would like to leave 
with the committee / 

Mr. Ocusner. Yes: I have a number of pictures here, sir. These 
are pictures of the cesspool that was approved in No. 1 Wilson devel- 
opment. We have, I believe the letter in which you approved the No. 1 
map. 

Mr. Stacue.ropr. No; I don’t have that letter. The VA has it. 

Mr. Rains. If you could leave those letters in a file for the com- 
mittee, we would be able to check them over. 

Mr. Sracuetropr. This happens on the Wilson Homes when they 
were first built, in 1947. This house had a drain which was never 
identified on the map, and when it clogged, this house—let me get this 
straight. It has 30 inches of water in 31% hours. Here are the pictures 
to prove it. 

Mr. Rains. Will you hand that to me, please ? 

Mr. STacHEe.LRopT. Sure. 

Mr. Rartns. Do these basements still have water? 

Mr. Sracuetropt. They have when it rains. They have to pump 
it out with a sump pump and the sump punp at times can’t take it. 
It comes in so fast that the sump pump can’t take it, so the town 
pump has to go there and help them out. 

Mr. Rains. We will mark these for the record. Any further state- 
ment, Mayor? 
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Mr. Ocusner. On these Delham Homes again, the development map 
that was approved did not show any fac ‘ilities whatsoever for sewage 
disposal. A sewer was installed which was intended to serve both the 
Delham Homes development and the Cozy Cottage development, as 
I mentioned previously. No plans were submitted to the State De- 
partment of Health, as is required. I have here a letter from the 
State of New Jersey, Department of Health, addressed to the chair- 
man of the township committee of Saddle River Township. It says: 

This department is in receipt of information to the effect that you propose 
some sanitary sewage extensions in the township of Saddle River. We trust that 
your engineer understands that plans and specifications in compliance with this 
department’s rules and regulations, a copy of which is enclosed, should be sub- 
mitted to some department for approval. Also included in duplicate is an appli- 
cation blank for the approval of such engineering data. Only one copy of the 
application need be submitted. This communication was prepared for the 
colmmilissioner, 

I have a copy of this ap cs ‘ation just as it was received, both copies, 
and they were never filled in. I think that the VA, before they ap- 
prove any development sing should certainly make sure that proper 
sewage facilities are going to exist there. 

Mr. Rarns. L agree with you, but don’t vou also agree with me that 
it is the business of the department of health of the State of New 
Jersey to see that they conform to their laws ¢ 

Mr. Ocusner. I believe it is the duty of the public oadith authori- 
ties. 

Mr. Rains. I don’t know what it is in New Jersey, but in my State 
that would mean you are subject toa criminal prosecution. 

Mr. Ocusner. I hope that may be I can get some of these people up 
on criminal charges. I think that is what ought to be done with some 
of these people and make examples of them. 

Mr. Rains. At any rate, States should insist that their laws en- 
acted in the interest of health and safety should be obeyed. I think 
you ought to take that up with the department of health of the State 
of New Jersey to find out. 

Mr. Ocusner. For 1 year ] was trying to get hold of the plans and 
the specifications for the sewerage that was installed in these Wilson 
Homes and Delham Homes, including the plans for the pumping sta- 
tions and the forced main. I was unsuccessful. As a matter of fact, 
I don’t know that any such plans even exist today. I have never yet 
seen any. 

The forced main, I think, is absolutely inadequate, the one that serv- 
ices Delham Homes and Wilson Homes. The pipe is a 8g-inch tran- 
site pipe, %-inch wall thickness, an $-inch yrres pipe. It feeds 
into a sewer system which at times has only a 4-inch diameter pipe. 
The whole thing is ridiculous and I think it is going to be a major ex- 
pense for the tow nship of Saddle River to straighte n out both the san- 
itary and the storm-drainage conditions. 

Mr, Rats. I think I will have to be frank to tell you that it appears 
to me that the VA was negligent in not going ahead and checking with 
your engineer, but I also think that in that instance some of the other 
municipalities and agencies of the State ought to see that their job is 
done of making them comply with the law. I believe this committee 
would go far enough to recommend to the Congress that an adminis- 
trative edict be issued by the VA and by the FHA saying that they 
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will conform to the sanitation codes and building codes, at least that, 
in the various municipalities. 

We appreciate your statement. If you will file the rest for the 
record, we are compelled to move along. We have about 20 witnesses 
here and we cannot carry it on any further. 

Mr. Ocusner. I appreciate having been heard. 

Mr. Rains. Thank you very much for coming and I think you made 
a good suggestion. 

The next witness is Mr. Stephen Dudiak, Home Builders, Northern 
New Jersey. 


STATEMENT OF STEPHEN DUDIAK, PRESIDENT OF THE HOME 
BUILDERS ASSOCIATION OF NORTHERN NEW JERSEY 


Mr. Rartns. What is your title / 

Mr. Dupiax. I am the president of the Home Builders Association 
of Northern New Jersey. 

Mr. Rains. We are glad to have you, Mr. Dudiak. We heard some 
nice things said about you this morning. 

Mr. Duptak. I have a prepared statement. Shall I read that ¢ 

Mr. Rarns. Suppose you read it. It doesn’t look too long. 

Mr. Dupiak. I have been jotting down the different things that 
came up here. I was very much interested in Mayor Ochsner’s state- 
ment here. We have built houses in Saddle River Township also. 
I believe they were built according to the code, although most builders, 
in working, have to follow the recommendations of the community. 
Before a plan is accepted, it is filed and what that builder does, it 
is stated by the community what he is to do. As far as the grade is 
concerned, road specifications, curb specifications, septic tanks. A 
percolation test is taken there. It is submitted to the VA and that 
is the way it is approved. Then, it is finally inspected by the local 
building inspector, local plumbing inspector, turned over to the VA 
and then approved that way. 

Now, as far as getting into the water in basements, we for the past 
year, have tried to get the VA and also the FHA to recognize that 
ing placed on a reasonable value or on the ceiling of selling a house, 
we had to get some measure there to waterproof or to do some job in 
that basement to get it to a position where it would be all right. 

Not until about eight things did we get the VA to agree to allow a 
certain amount of money to be tacked on the price of this house in 
order to do that particular job. We went further than that. We 
went to the point of where we finally set up a basis of where we would 
service a cellar for the period of a year, which will now be adopted, 
and providing this cellar cannot be waterproofed, we will be permitted 
to put a pump in this particular cellar in order to eliminate that one 
condition. 

So far as the septic tanks are concerned, I have talked to 10 engi- 
neers in this community around here, in order to set up a law where 
the percolation test—a highwatermark would be filed with it. In 
other words, a high-water table in the area. 

Mr. Rats. Asa part of the presite engineering / 

Mr. Duptak. Presite engineering prior to a development being 
approved. If we could possibly eliminate the percolat ion test taken in 
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the middle of the summer or probably in the fall of the year, later on 
the water table rising, causing this septic tank to overtiow. and I 
believe Mayor Lumley said you could put in 20 or 30 feet more of 
lateral to eliminate this condition. You can’t do that if you have a 
high-water table, if a high-water table is there, if he puts in a hundred 
or two hundred feet more of lateral, because it fills up with the natural 
rainwater that is in there. Believe it or not, I don’t believe there is 
1 engineer out of the 10 or 12 who could give me an answer to that 
question, so that we could get that enacted into filing for a particular 
jb to get an approval for a septic tank. 

We are still looking into that. We expect to come up with a recom- 
mendation of some type on a septic tank, to where we can determine 
the high-water mark in the ground, in the particular spot, at its worst, 
so that commitments would not be issued on that particular job if we 
find it that way. 

Mr. Ratns. It appears to me from the testimony that the septic 
tank and sewage in this immediate area seems to be an exceptional 
problem. Is that because of the high-water level, is that what causes 
It ¢ 

Mr. Duprax. Not necessarily that. The high-water table and 
ground—of course, in a lot of these cases the builder was an innocent 
victim by going into a job based on the percolation test given him by 
an engineer, when he went in and installed this septic tank, which was 
inspected by the board of health, approved by the board of health, 
and installed just the way they wanted it, not the way he wanted to 
put it in. Finally, this high-water table would probably rise, which 
he had no knowledge of, and then overflow. That is the problem we 
had. 

Mr. Rarns. How can a builder ever be sure? 

Mr. Dupiakx. We have to remedy that by determining the high- 
water table in the area prior to putting it in, not only by percolation. 
We can’t do it by percolation. We went into that by percolaiton and 
we got into trouble. 

Mr. Rains. That won’t solve the problem, percolation tests 4 

Mr. Duptax. In some areas it won’t solve it where the high-water 
level is high because that percolation must be taken at the high-water 
mark. Mayor Lumley said the builder should put up $200 that this 
tank will be workable in 2 years or 3 years. When a man puts a septic 
tank in according to the laws of the community, or what he is told to 
do when he does it, how can he go any further than that? 

Mr. Rarns. You have a good question, I will admit. 

Mr. Duptax. The VA won’t give us a final report on any house un- 
less we bring in a certificate from the local plumbing inspector that 
that septic tank is put in and approved, prior to getting the final 

“inspection from the VA. That is part of the requirement in the VA. 

Mr. Rains. In other words, the VA requires that the local sanitary 
inspector make that type of report ? 

Mr. Duprax. That is right. We have to submit that before we get 
the final inspection. 

Mr. Ratns. Let us get it down to brass tacks. What more could 
you expect of the VA than to require that ? 

Mr. Depiax. I don’t expect anything more from the VA. The only 
thing we have an working along with the VA and they have been 
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very cooperative in trying to get different laws set up here to where we 
can eliminate a lot of these problems that have come up by determining 
in the beginning the high-water mark in these particular areas. We 
found that we couldn’t possibly depend on the local engineers nor the 
local communities’ inspectors for that information. 

Mr. Rats. It appears to me, as I have gone throughout these 
hearings in many places, and I realize this means more expense to 
the Government, but since the Government is involved, wouldn’t it 
be well if the VA had adequate, competent, capable, trained engineers 
who could give the pre-site engineering that would be required in 
those kinds of places ¢ 

Mr. Duptak. Well, it would be much better, that is right. 

Mr. Rains. We call on them to do a job and then sometimes don't 
give them enough to do the job right. 

Mr. Dupiak. Of course, somebody mentioned before that I was 
special compliance inspector for the VA. That, of course, was only 
in the capacity of helping to clear up any bad situations that arose; 
for instance, in these basement conditions, where the water comes 
into a cellar. Well, the builder never had any allowance. It is on a 
ceiling. He can sell the house today for $11,000, which is his ceiling. 
The next day or the day later that house is selling for 18, but he can’t 
sell it for more than $11,000, nor can he be allowed to waterproof 
that cellar, which would be very expensive, which would probably 
put the house out of the proportion of the reach of a lot of buyers 
in a membrane job. 

Mr. Rains. How can you suggest a way to the committee whereby 
we can get rid of these fly-by-night home builders and uphold the 
good reputation of good, legitimate home builders? 

Mr. Dupiak. Well, we are doing a lot of that work ourselves. 

Mr. Rains. I compliment you on that. 

Mr. Duprak. Of course, by setting up a policy. To begin with, 
we have a policy today which we never had. We are just about get 
ting to one. We have here that the owner should acquaint himself, 
in buying a house, which we found a lot of differences created at the 
time that he bought the house, not knowing what he was to expect 
and what he was not to expect at the time that he bought it. We have 
set up a form which the VA was very reluctant in getting into, but 
finally went into it, where, with the sale of this particular house, this 
particular agreement must be signed with the contractor in order 
to acquaint the owner with what he can expect from the builder. 

Mr. Rains. At the time of closing? 

Mr. Dupiak. At the time of the contract, when he buys the house. 
We want him to know when he buys the house what he can expect 
and what he cannot expect. We realize that a lot of builders, ac- 
cording to the complaints we get in our office—some of these jobs 
mentioned this morning, I do know that they have been cleaned up 
three or four different times, and then there is another load of these 
complaints that would come in. <A fellow would go in there and 
then another one would come in. That was quite constant in some 
of these cases. We have here four specific items which a builder 
would go to for a year. 

That he would maintain the roof and roof flushings kept against 
leaks except when caused by an act beyond the builder’s control. 

Mr. Rains. A storm or something? 
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Mr. Duptak. Yes, the septic tank if one is installed. The heating 
unit and heating system, as to its function, subject to the condition 
that it is properly maintained. Service of the basement against water 
conditions resulting from seepage or pressure if they develop. 

With that last paragraph we had included in that particular para- 
graph that if the cellar conditions, where it was just seepage, couldn't 
be cured, the builder was permitted to put a sump pump into that 
particular house. 

Mr. Rains. We had a copy of that submitted to the committee 
vesterday in Newark. 

Mr. Duprax. We also have a 1-year booklet on that. 

Mr. Gamsie. We gota copy of that, too. 

Mr. Rains. Is that it [indicating | ? 

Mr. Dupiax. That is right. Let me get into heating a little there. 
We built quite a number of houses, and in most of the heating—for 
instance, I heard mentioned this morning that a fellow said the heat- 
ing unit was rated at 75,000 B. t. u. output. He did not say whether 
that was at the register or at the bonnet. He also said it was a Norge 
unit. It is a well-taken unit. It is not a fly-by-night outfit that 
builds a Norge unit. I did not hear anybody ask him what the re- 
quirement of the house is. We would like to know what was the re 
quirement of that particular house. 

Mr. Gamebie. He stated what the agreement was in the specifica- 
tions, didn’t he? 

Mr. Duptakx. Well, in engineering a house for heat—of course, the 
fact is taken into consideration, the insulation, the window areas, and 
vhen that house is designed for heating it is designed by an engineer. 
It is not designed by the builder. He gives him the B. t. u. meter 
for that house and the furnace is 5,000 to 10,000 B. t. u.’s over what 
is required. In many cases it is not sometimes fired right or main- 
tained properly. The furnace is big enough. It is just a matter 
of working right. I don’t know of any case nor have I seen of a 
case where the unit was too small for the house. I have seen where 
the unit did not distribute the heat enough; the fact that it wasn’t 
forced. It was a graphite-feed unit, but the unit was still big enough. 
It probably needed a little fan to force the air up through this unit. 
I don’t know of a case where there is a unit too small. 

Mr. Gampir. In this housing that there was so much complaint 
about, 1 doubt very much that they had any heating engineers direct- 
ing the specifications. 

Mr. Duptak. I don’t think 

Mr. Gampuie. It was probably done by an architect and were more 
or less all the same along the same line. I don’t know. I am just 
asking. F 

Mr. Dupiak. I say this: that we submit with our plans and specifi- 
cations in going in for a mortgage, a heating specification with it. 

Mr. GampBie. What you do is on a different type of building. 

Mr. Dupraxk. I think that was the requirement as far as the FHA 
is concerned to begin with. In other words, the output of the furnace 
was there. I got one more job I would like to bring up, and that is the 
Samore development. I believe that is in Waldwick. I inspected this 
particular job about 3 or 4, maybe 5 weeks ago. The drainage condi- 
tion on this particular job was that the plans again were filed, street 
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drains, slopes, everything was done according to the requirements of 
the town engineer. 

The fact that the storm drainage was not adequate, the builder did 
what the engineer wanted. He did not do what he wanted. He did 
what the town community wanted, That happens in most cases. ‘The 
builder goes into any community. I do say also about the septic tank 
problems in that Samore development, I believe a little cooperation 
from the town with the builder could cure that situation, which they 
are not getting. In this particular case, I believe the Mayor in this 
town is using this, more or less instead of a cure, for public gain or 
something. 

Mr. Ratns. Down our way we use the word politics for such a 
situation. 

Mr. Duprak. That is right. 

Mr. GAmbBie. Or sometimes publicity, Mr. Chairman. 

Mr. Duprak. If I may go into the performance bonds a little, I hate 
to see the committee here come up with where a builder puts up a per 
formance bond for a development. Well, if that builder building 
a hundred houses requires a bond for about a million dollars, 1 don't 
think that is an easy bond to get. I wouldn't like to see the com 
mittee come up to a point where a person would have to put up a 
bond for a thousand doflars for one particular year on this particular 
house, for the simple reason that most builders work on a 10-percent 
margin. I know we do. We come out with less than that. 

The houses are around a $10,000 class and we wouldn't have any 
profit for the first year, and I don’t believe it pays to be in business. 

Mr. Gambier. Well, you would add it on the price, wouldm’t you? If 
you are contracting for a public building you have to give a perform 
ance bond, 

Mr. Duptax. That is right, on a public building. 

Mr. Gampie. This is the same kind of money. 

Mr. Duptak. This isa different story. We are C1VINeG a bond there 
for the performance and the completion of this particular Job in 
spected by the public officials. When that job is completed, that bond 
is released. We are talking about a bond for 1 year after completion, 
That is what you are talking about here: is that right / 

Mr. Rains. We have heard testimony pro and con on the proposi- 
tion of a warranty bond of some description to the buyer. I don't 
know whether it ought to be a strict performance bond, such as put 
up for a public building or not, but I do know that there should be 
some recourse against the builder who does not build the house in ac- 
cordance with the specifications. Somehow or other I think your 
industry ought to come up with a suggestion as to how that can be 
remedied. 

Mr. Duptax. Let me say this, if I may. 

Mr. Gampie. It doesn’t necessarily have to be for a year. It is a 
question of completion. 

Mr. Duprak. Let us say that the minimum requirements in the 
Federal Housing Administration, or even the code in a community, 
calls for an 8-inch by 20 footing. He puts that footing in according to 
that particular requirement. He puts the wall up. He plasters the 
wall on the outside. He tars it on the outside. He does everything ac- 
cording to that particular code. He has done everything that is called 
for there, but still he has water in the basement. 
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Mr. Rains. You misunderstand what I say. I did not say that he 
has to guarantee a house. You can go out and build one with your 
own private money today and you can spend $25,000 for it and have 
water in your basement. The point I am making is that the house 
ought to be built according to the plans and specifications. I think 
it ought to be a per rformance bond that the house measures up to 
spec ification. 

Mr. Duprakx. I believe that in most of your cases you will find, in 
the majority, that they are built according to specifications. 

Mr. Ratns. I agree with you that in the majority. We don’t want to 
lose sight of the fact that there are better than $40 billion worth of 
money involved in this guaranty program and that about 1 out of 
every 5 people in the U nited States lives in a house so financed. 

With all the various justifiable complaints, think of the thousands 
and hundreds of thousands who are not in the same situation. I am 
not condemning the program. I think it has been a boon and bless- 
ing to the American people. I think that on the great over-all job, 
the home builders, the VA, the FHA and all of them have done a 
good job, but we are interested in trying to make that job even better. 

Mr. Duprak. Well, up until now, we have been, as builders, in a 
very, very tough position. I do know that the public relations that 
we have run in our office in order to keep peace is tremendous. 

Mr. Gamsie. Keep peace with whom / 

Mr. Duprak. I say this: That nobody is going to be any happier 
than the builders with a definite program of responsibility. 

Mr. Ratns. I think we know that. 

Mr. Gamete. Or your organization ? 

Mr. Duprak. That is right. I will leave this letter with you. I 

guess I am just about done. 

(The following information was submitted by Mr. Dudiak :) 


New JeRSEY HoME BUILDERS ASSOCIATION PROCEDURE IN THE HANDLING OF GI 
SALES AND COMPLAINTS 


This procedure has been put into effect in the State of New Jersey 
by the New Jersey Home Builders Association and the Veterans’ 
Administration. It will continue until such time as it proves im- 
practicable or there is evidence that some improvement is necessary. 


NEw JERSEY HoMeE BUILDERS ASSOCIATION, 
Newark 1, N. J., January 16, 1952. 

DrAR Home Burt~peR MEMBER: The VA committee of this organization has been 
hard at work for several weeks to bring about an understanding with the Vet- 
erans’ Administration concerning GI complaints. The main purpose of these 
meetings was to establish the responsibility of the builder in reference to con- 
struction, and to define the buyer’s responsibility with reference to the care 
and maintenance of his home. 

The VA committee is pleased to report to you that the attached procedure has 
been adopted by both the Veterans’ Administration in the State of New Jersey 
and this association. It has been further agreed by the Veterans’ Administra- 
tion that it will require all builders, whether members or not, to follow the 
procedure agreed upon between the Veterans’ Administration and the New Jersey 
Home Builders Association. ‘ 

The committee is confident that the agreement will eliminate the greatest 
number of nuisance complaints that we have had to contend with in the past, and 
requests your complete cooperation so that the plan may prove worth while. 

Yours very truly, 
Cart T, Mirnick, Chairman. 
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PROCEDURE FOR THE HANDLING OF GI SALES 


1. At the time of the signing of the agreement of sale to the veteran by the 
builder, the following papers should be distributed : 

(a) Sales contract (three): One copy for buyer, ohne copy for lender, one 
opy to be retained by builder for his files. 

(6) Builder’s letter to buyer defining the builder’s responsibility (three) : One 
copy for buyer, one copy for lender, one copy to be retained by builder for his files. 

2. Lender passes on to the Veterans’ Administration at the time of the request 
for individual certificate of reasonable value one copy of the contract and one 
copy of the builder’s letter to the buyer. 

3. At the time the VA releases the certificate of reasonable value to the lender, 
the VA will mail to the buyer its own letter (a copy of which is attached hereto). 

t. It is further requested that at the time of'passing title, the builder present 
to the buyer a copy of the booklet, Your New Home—Its Care and Maintenance, 
and properly inform the buyer of his responsibility in his new home, and make 
him cognizant of his personal responsibility to his community. 


(NotE—VA’s letter to buyer on VA stationery.) 
VETERAN'S ADMINISTRATION 
REGIONAL OFFICE, NEWARK 2, N. J. 


DEAR MR. -_- te j : We have just issued a certificate of reasonable 
value in your name in relation to your proposed purchase of a home indentified 
a ah i aa a ya ee ee ek a Oe fe 

This is the first notice we have had of this transaction which will involve the 
use of part or all of your available loan guaranty benefit. Therefore, we would 
like to emphasize to you at this time that you are obtaining a loan which must 
be repaid, just as you must repay any money you borrow. If you fail to make 
the payments you agree to make, and foreclosure action by the lender becomes 
necessary, the Veterans’ Administration must pay the loss to the lender, and 
the amount paid by the Veterans’ Administration must be repaid by you. 

We would also like you to understand at this time the responsibilities of the 
Veterans’ Administration, the construction responsibilities of your builder, as 
well as your own future responsibilities for maintenance and upkeep in connee- 
tion with your home ownership. 

One of the VA’s responsibilities under the law is to see to it that the price 
you pay for your home is reasonable in comparison with current local prices. 
The Government, however, does not guarantee the condition or quality of the 
home or its equipment, Dor can it guarantee that you will be satisfied after you 
buy the home. ‘Therefore, prior to your accepting title, you should carefully 
check the condition of the property you are buying. 

During your first year of occupancy, the builder should be responsible for the 
following four major items—he should see to it that your heating unit operates 
and heats properly; he should also maintain your roof and any roof flashings 
against leaks; he should correct any water condition which might develop in your 
basement due to pressure or seepage; he should provide for the proper operation 
of your septic tank if your property has one. 

Your builder should also assume responsibility during the first 30 days of your 
occupancy for certain items of a maintenance and upkeep nature which may 
develop in new homes. Some of these items may be cracks in the masonry 
work; opening or spreading of woodwork joints; improper operation of doors, 
cabinets, and windows ; water leaks at windows or doors ; exterior paint blistering 
or peeling; settlement of ground around your foundation; tile in your bathroom 
or kitchen cracking or pulling away from the tub or sink; dampness, as dis- 
tinguished from actual water, developing in your basement ; floor shrinkage. 

All of the items mentioned and others of a similar type should be checked 
by you following your first 30 days of occupancy and then you should furnish 
your builder with a written list of items which, in your opinion, require his 
attention. A copy of this list should be retained by you for future reference 
and you should then allow the builder a period of 30 days to properly service 
the matter. At this point, you should deal with the builder individually. You 
should expect his friendly cooperation, and you should offer him your friendly 
cooperation. 
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We are hopeful that if you fully understand and carefully observe the above 
procedure, you will be satisfied with the condition of your property at the end 
of this 60-day period. Thereafter, of course, you will be expected to assume 
all upkeep and maintenance responsibilities. 

If you require further information concerning any of these matters, feel free 
to write to this office. 

Very truly yours, 
Jos. H. OHERN, Manager, 


Nore.—Write this letter on your own letterhead. (Be sure your association 


seal appears thereon. ) 
BuUILDER’s LETTER TO BUYER 


Te ; 

Reference is made to the contract of sale entered into by the undersigned 
parties on ,195__. The following agreement is supplemen 

ry to and hereby made part of said contract. 

In order to insure the proper care and maintenance of your new home, the 
builder assumes responsibility for the proper operation, under normal condi- 
tions, for the period of 1 year from the date of the delivery of the title, of the 
following major items: 

Maintenance of the roof and roof flashings against leaks, except when caused 
by an act bevond the builder’s control. 

The septic tank, if one is installed. 

The heating unit and heating system as to its function, subject to the con- 
dition that it is properly maintained. 

Service of your basement against water conditions, resulting from seepage 
or pressure, if they develop. 

It is possible that you may find other items of a maintenance and upkeep 
nature which may need adjustment. The builder will service and adjust these 
items following the receipt of a list of said items from you, subject to the con- 
ditions that they are furnished to the builder within 30 days from the date of 
the delivery of title. 

Your builder wishes to cooperate in every possible manner and to assist you 
in the enjoyment of your new home, and to instruct you in its proper care. 
Following the adjustment of the items furnished by you, it is then your duty 
to assume full and complete responsibility for the maintenance and upkeep of 
your home 


Accepted and approved (Builder's signature) 


Date :__- (Purchaser's signature) 


(Purchaser's address) 
VETERAN’S ADMINISTRATION 
REGION AL OFFICE, NEWARK 2, N. J. 


DEAR MR : Your construction complaint letter of 

as been received. 

The builder of your home was: . 

and in order to expedite matters and afford them the opportunity of giving your 
case their direct attention, we are sending them a copy of this acknowledge- 
ment with your complaint letter attached. 

Following receipt of this material by the builder, we will expect them to get 
in touch with you and within the next 30 days return your complaint letter to us 
with an endorsement indicating the action which was accomplished to satis- 
factorily adjust matters. 

We urge you to allow this period of time before making any further contact 
with this office. However, at the end of the 30-day period, in the event satis- 
factory corrective action has not been completed, we will be pleased to receive 
a further written report from you. 

A copy of this acknowledgment is also being furnished to your lender: 
Very truly yours, 


} 


Jos. H. OHerN, Manager. 
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Your New Home—Itrs CARE AND MAINTENANCE’ 


The New Jersey Home Builders Association with the cooperation of the local 
associations has prepared this booklet in order to furnish you with the necessary 
information relative to the construction of homes by our members in order to give 
you important information which you should have on the maintenance and care 


of your home. 
THE IMPORTANCE OF BUYING FROM A MEMBER OF A HOME BUILDERS ASSOCIATION 


The members of the New Jersey Home Builders Association are reputable 
builders and you have chosen wisely when you have decided to buy from a re 
ognized home builder association member. The members of this organization 
throughout the State are also members of the National Association of Home 
Builders of the United States which is composed of the Nation’s outstanding 
builders. They have built and sold new homes in New Jersey with a total value 
of millions of dollars. Their range covers construction of all types of homes and 
apartments in all price ranges. Many of our members have been building homes 
for over a quarter of a century and their record of accomplishment has made this 
State known throughout the Nation. 


YOUR BULLDER’S FUNCTION 


Very few people fully realize the function of the home builder. He has the 
responsibility of creating your home, by coordinating and supervising the pro 
fessional efforts of the architect, engineer, plumber, carpenter, mason, painter, 
electrician, laborers, and a score of other trades, artisans and professions. 

The finished product is your new home, and it is only possible because of your 
builder's know-how and ability. 

He must achieve all of this within a certain price range; he is at times limited 
by the selection of the site of his building operations; he must consider conven- 
ience of location, transportation facilities and costs, availability of schools, shop 
ping and recreational opportunities. The lay-out of his development, the com 
munity planning and the architectural designing must be done attractively, 
scientifically, economically, and conform to the price range, Veterans’ Admin 
istration and Federal Housing regulations, local building codes, zoning ordinances 
and mortgage requirements, all of which have a bearing on what he may or may 
not be able to do within a certain price range. 


WHAT YOU SHOULD KNOW WHEN PURCHASING A NEW HOMI 


The maintenance and upkeep is not the builder’s responsibility—this you must 
assume for yourself as your part of home ownership. The purchaser should have 
a definite understanding as to where the builder-seller’s responsibility ends and 
the buyer’s responsibility begins. 

Your builder does not want you to occupy your home until it has been com 
pleted. The first 80 days in any new home is a breaking-in period. During 
this period, you should carefully make notes of any defects, and ut the end of 
the 30-day period present this list to your builder. The list should contain only 
the items that the builder can guarantee, such as, the heating unit, roof, base 
ment, and septic tanks where they are used, always remembering that muny 
materials in your new home are affected by conditions beyond the control of your 
builder. A clear understanding of the responsibility of both your builder and 
yourself will promote friendly cooperation. 


THE HEATING UNIT AND SYSTEM 


When your builder selects a heating unit for your home, the rated capacity of 
the unit is such that the finished areas of your house can be heated to a com 
fortable 70° temperature when the outside temperature is zero, 

Upon taking title to your new home you should learn everything possible about 
the system installed. It is suggested you obtain this information from the in- 





1This book was published by the New Jersey Home Builders Association and the Home 
Builders Association of Northern New Jersey, Home Builders Association of Metropolitan 
New Jersey, Home Builders Association of Raritan Valley, Home Builders Association of 
Mercer County, New Jersey Shore Builders Association, Home Builders League of South 
Jersey, and Atlantic Home Builders Association of New Jersey. 
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struction book as provided by the heating equipment manufacturer. Know how 
it operates, how it functions at maximum efficiency, what kind of fuel to use 
and whom to call for service when such service is required. 

There are certain functions that you as an owner must also perform to keep 
your unit in good condition. The heating unit today is sometimes a rather 
complicated system with humidifiers, motors, air filters, etc. These usually 
require attention where the system is of the forced air type. Your filters need 
to be cleaned at least once a year and your humidifier needs to be controlled so 
that your home is not overly moist or too dry. 

If you have a vapor, steam or hot water system, do not drain this system in 
the summertime. The stale water in the boiler is less likely to contain air bubbles 
which encourages rust. The old water has deposited its quota of salts. Leave 
your furnace door open—in any type of furnace—during the summer, to allow 
ventilation and to prevent dampness and rusting. 

Any type of heating plant should be cleaned each year before the heating 
season begins. The fans and motors should be oiled, filters and chimney checked. 
This will assure you greater efficiency during the wintertime. 

The heating unit of your home is guaranteed to heat your heuse properly for 
i period of 1 year. 


SEPTIC TANKS AND SEWAGE DISPOSAL 


If your plumbing is connected to a sanitary sewer, you are assured of the mini- 
mum amount of trouble, but caution should be taken even in this case to prevent 
an excess amount of grease or any insoluble article from entering the sewage 
system. 

If your disposal system is of the septic tank type, it was constructed and in- 
stalled in accordance with regulations and inspections by authorities having 
jurisdiction. Your builder guarantees that it will be in proper working order for 
au period of one year. 

After the first vear it is recommended that you have it inspected and if neces- 
sary have the tank cleaned and thereafter have it cleaned at regular intervals. 


THE ROOF 


The roof of your house is built to last many years. However, under certain 
severe weather conditions, the roof may develop a leak. In this event mark the 
place where the water came through so that the roof can be repaired at the right 
spot with the minimum of lost time by the mechanic, 

Should a leak develop within a 6-month’s period, call your builder. He has 
guaranteed the roof for6 monihs. If a leak develops alter that time, call a roofer 
and have it repaired as soon as possible, because a continuing leak can cause other 
costly damages. 

THE FOUNDATION AND BASEMENT 


The foundation of your house has been built of either concrete block, cinder 
block or poured concrete. These materials have a tendency to discolor, particu- 
larly the walls that come in contact with the earth around the foundation or the 
weather. The spots are caused by the chemical action of cement and lime. 

It is possible that cracks might appear in the foundation walls due to either 
shrinkage of the mortar or settlement of the ground, These cracks are beyond 
the control of your builder, and neither the crack or discolored spot will affect 
the strength of the foundation 

kivery ¢ffort has been made to insure you a watertight basement. Dampness 
and condensation that is caused by atmospheric conditions is beyond the control 
of your builder. This condition prevails in homes of all ages and price ranges. 
It is caused by warm, humid air coming in contact with a colder foundation wall, 
basement floor or a cold water pipe and is oftentimes mistaken for a leak. It is 
recommended that you either keep the basement windows closed during hot humid 
weather or be sure there is ample ventilation that will dry up the moisture. 

Water seepage in a basement is generally caused by one of two conditions: (1) 
the water collecting around the outside of the basement wall, due to the basement 
recently being backfilled and the backfill not having had time to settle, and (2) 
the water being forced through the basement walls or floor by subterranean pres- 
sure. The seepage due to unsettled backfill will correct itself after the ground has 
thoroughly settled and the surface water runs away from the foundation rather 
than collecting around the foundation. The settlement of the earth around the 
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fet 


foundation causes pockets where water has an opportunity to collect. These 
pockets should be filled with earth and tamped bringing the surface of the earth 
up to a grade that drains off surface water. This is part of the owner’s main- 
tenance, 

Ii you plan to have tlower beds near the house, do not disturb the earth next to 
the foundation, Stay away several feet so that vou avoid the creation of water 
traps or low spots next to the foundation which will provide an opportunity for 
water to seep down along the cellar wall instead of flowing off with the surface 
drainage. 

Your builder will service your basement against seepage for a period of 1 vear 


CEMENT WORK 


It is impossible to avoid the cracking of concrete. Cracks can be caused by the 
settlement of the earth, but more generally are caused by the contraction and 
expansion due to changes in temperature, The cracking of concrete, the shrink 
ing of mortar and even heaving of concrete walks and drives, due to temperature 
ind winter conditions is beyond the control of your builder 

Your attention is called to the importance of vour filling cracks in concrete as 
soon as possible, because if they are not filled, water will enter the crack and in 
cold weather the water will freeze and expand, causing additional damage. 


FLOORS 


The hardwood floors in your house are of good grade and dry wood. It is possi 
ble that after the first heating period they will shrink, and due to the shrinkage 
there will be joints that have opened up. This does not impair the utility value 
of your floor. The joints that have Gpened can be filled with wood filler when 
you are ready to refinish your floors 

Water should never be used on oak floors. Spilled liquids should be mopped 
up at once, 

The proper care of your floor is important to the beauty of your home. Regular 
waxing and polishing is the secret of an attractive floor. Clean the floor fre 
cuently by using a ray dampened with floor cleaner and going over the entire floor 
suiface. [If you encouater « stubborn spot on the floor that is hard to remove, use 
steel wool dipped in floor cleaner. Rub the wool along the grain of the wood 
When the floor is dry and clean, be sure to cover the area cleaned with wax. 
Floor waxing should be done in accordance with the wax manufacturer's direc 
tions. 

If you revarnish or reshellac your floor, be sure to clean your tloor thoroughly 
and then apply the varnish or shellac evenly over the entire surface and permit 
it to dry thoroughly before moving furniture or other equipment onto the surface. 

It is not advisable to wax the stair treads in your house with paste wax. 
They will become slippery and dangerous. The original finish on stair treads 
can be kept in good condition by using a self-polishing wax, which is net as 
slippery. 

LUMBER 


The structural lumber in your house has been selected from the best met 
chantable stocks, with consideration to its quality and dryness. The structural 
tuembers were selected and designed to carry the loads required and still all 
for an ample factor of safety. Lumber in any of its forms, grades, or kinds is 
subject to shrinkage. The extent of this shrinkage 1s beyond the control of your 
builder. The shrinkage of lumber is the cause for changes in your home that 
are so often misnamed “structural defects.” They show up in swelling or shrink 
age of doors, opening of molding joints, bath tubs separating from the tile on 
the wall, sticking window sash, even cracks in walls. 

The period of settlement has not reached its maximum until at least after the 
first heating period. You, as a home owner, can do a great deal to minimize 
this anticipated shrinkage by being as reasonable as possible with the tempera 
ture you keep your new home at during the first heating season. The lower you 
can keep the temperature of the house during the first winter the less severe the 
shrinkage will be. 

-In the case of a binding door, you will find that a slight bit of planing will 
relieve the trouble. This should be done, for if vou continue to force the door 
you are apt to ruin it permanently. Care should be taken as to how much you 
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plane off the door, especially in damp weather. If you take off too much, it wil 
become too small to meet the stop molding after it has obtained its maximun 
shrinkage. Exterior doors are subject to a greater amount of warping thai 
interior doors. This is due to the extreme difference in temperature between the 
outside and the inside of the house. 


REMEDIES FOR SHRINKAGE 


The separation of moldings at joints, in trim, doors, cracks in plaster, ete., can 


be easily filled and will not show after you redecorate the room. Moldings that 


have separated from the floor can easily be reset. The opening between the tub 


and the tile can be easily filled with plaster of Paris or any patching plaster 
made for this use. It is called to your attention that the filling of cracks and 
repainting cannot be considered as final until at least after the first heating 
period, and sometimes it is not final until after the second heating period. 


PAINTING 
Interior woodwork requires proper attention and care, and for proper mainte 


nance the following information may be of value to you. The most important 
part of painting is getting ready for the job. You should make a complete list 


of ail your requireraents and then buy enough supplies for your entire job before 
you start to paint. This will not only save you time but you will be assured of 


uniform colors. Your paint dealer will gladly give you helpful advice, recom 
mend proper paints, and give helpful instructions for their application. You 
will need plenty of turpentine for cleaning the brushes, for thinning paint, and 
for cleaning surfaces, etc. 

Cleanliness is the watchword for good painting. Be sure to use a clean brush 
and make certain it is the right size for the job. A brush that is too small will 
show streaks and laps. First, fill up all the cracks and holes in the woodwork 
and plaster by using a putty knife or plaster patch. These you can get at your 
paint store. Wash dirty walls and woodwork with a cleaning compound before 
applying fresh paint. Cover the floors and furniture with papers or canvas. 
Have on hand some rags to wipe the paint smears and spots before they dry. 
Use razor blades for paint on windows and a wire brush for paint that is sealing. 

Don't forget to clean brush immediately after using. Don't paint over dirty, 
greasy, or waxed surfaces. Don't paint before all cracks have been filled and 
sanded. 

WINDOW SASH 


It is very important for the exterior of the sash to be watched in order to be 
sure that they are well protected by a good coating of paint. If the putty is 
allowed to become bare it will dry and crumble away from the sash, permitting 
the glass to come loose and generally ending in breakage. If the sash are allowed 
to become bare they will rot and finally have to be replaced 

Remember that properly maintaining your home with paint both on the in 
terior and exterior is not only protecting your house, but it is protecting your 
investment and improving your community. 


PLASTER OR DRY WALI 


Since the plaster or dry wall in your home is placed over wood, it is subject to 
various reactions due to atmospheric conditions. The average home owner 
thinks that cracks in plaster represent defects in the home. This is not true 
It was the custom several years ago never to paint the plastered or dry wall 
surfaces of a home until after two curing seasons, Which meant two winters. 
Then the cracks were filled up and the walls were usually covered with wall 
paper. Today, we do not have the large cracks that were prevalent in those days 
because the lumber is better treated. We use rock lath under the plaster instead 
of wood lath and we use metal corners and cornerites. This method prevents a 
great deal of the shrinkage but it cannot prevent the shr-nkage in the floor and 
ceiling joists and studding. These structural members are necessary, and so it 
is plain to see that you cannot entirely remove the cause of shrinkage. 

Water is used in mixing plaster. A great deal of this moisture is necessarily 
absorbed by the best kiln-dried lumber. The outside surface of the plaster dries 
out quickly but the moisture in the lumber behind the plaster takes many, many 
months to dry out, and when it does, the shrinkage in the wood takes place which 
may cause plaster cracks. 
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PLUMBING 
Domestic hot water 

Modern hot-water systems are designed to automatically supply to the kitchen, 
baths. and laundry a sufficient supply of hot water according to the capacity of 
the family. In spite of this, it is possible for the efficiency of your hot-water 
system to be decreased to a point where you do not get quite the amount of hot 
water required. Two suggestions are made to correct this condition. If the 
system is a gas-fired, automatic water heater, call the gas company for an ad- 
justment of the heater and request the serviceman to turn up the thermostat 
on the heater that controls the temperature of the water. 

If the system is an indirect system, between a steam- or hot-water boiler and a 
hot-water storage tank, then drain off water from the circulation line until the 
water runs clean. 

Leaking faucets 


Leaking faucets are caused by worn washers or improper seats. It is sug 
gested that you call in your plumber in order to have the repair made properly 


Boilers, heating 

Steam and hot-water boilers are subject to internal corrosion and therefore 
should be drained off annually in order to rid the system of any sediment. Dur- 
ing any period when the boiler is pot being used it is advisable to leave the boile1 
filled with clean water. It is also necessary to clean out the smoke pipe in the fall 
before the system is put into operation. 
Water pipe 8 

Be sure to have all exterior water pipmys Gonnections shut off in the basement 
and drained prior to freezing weather. If allowed to freeze, it will Cause break 
age and will be costly to repair. 


Enamel plumbing firtures 

In the cleaning or use of porcelain-enamel fixtures, avoid using acids or caustics 
of any kind. Clean with soap or any kind of good cleanser, Acids or caustics 
will pit the enamel so that it will become nearly impossible to remove the dirt 
thereafter. 
Chrome fittings 

Chrome fittings are installed because of their beauty and lasting qualities. 
These qualities will remain for an indefinite length of time if they are wiped 
off regularly with a damp cloth and then wiped dry. 


ELECTRICAL EQUIPMENT 

Eleetric motors 

\ll electric motors deserve good care, They are expensive to replace, and there 
fore to avoid this, it is necessary to lubricate points so labeled at least once a 
month during periods of operation, Any electric motors that are not required 
to run regularly should be turned on at least twice each month in any season 
of the year, This will reduce the amount of condensation and prevent corrosion 
and motor replacement. 


] 


Lighting fixtures 

Lighting fixtures are securely set and fastened in place. It is not wise to at- 
tempt to detach or adjust such fixtures as a short circuit may be the result, caus- 
ing unknown damage. Consult an electrician for such work. 
Base plugs 

Electric circuits such as you have in your home are laid out and designed 
to carry a limited number of electric-light bulbs. It is not wise to attach several 
lamps ona single base plug for fear the circuit will become overloaded and cause 
damage to the wiring by overheating and possible fire. 
Fuses 

Fuses or circuit breakers are installed in the electric system for the protection 
of the house and wiring system against fires and damage. It is very simple to 
replace a fuse after discovering which one is blown or to close a circuit breaker, 
but it is extremely necessary to determine the cause of this trouble in order to 
avoid its recurrence. 
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Electric equipment 

Such equipment as lamps, irons, mixers, cleaners, washers, ete., are generally 
connected to convenient outlets by insulated electric cords. Be sure that thesy 
cords are always in good condition in order to avoid a short circuit and to prevent 
a common cause of fire. 


MISCELLANEOUS 
Linoleum 

Linoleum is installed in your house in order for you to have durable floors and 
counters. It is easy to keep clean and, therefore, can always be tidy in its 
appearance. It is recommended that linoleum be kept well coated with wax 
as this will help prolong its life. 

Linoleum floors are generally laid over felt and cemented with a specia 
linoleum cement. This material will not withstand a great deal of dampness, 
so it is well to avoid allowing water to remain on the surface, especially over 
joints or near its edges. 

Shrubbery 

The trees, plants, shrubs and bushes are selected and planted to complete the 
artistic picture your home presents. Shrubbery requires cultivation, irrigation, 
pruning and protection. During dry weather be sure that plants are given 
plenty of water. Keep the ground around the roots loose and free from the 
growth of weeds or other plant life. If the climate in which you live is very 
cold, be sure to cover the roots with leaves or some other protective material 
In order to preserve the original scheme of planting, be sure to have the plants 
pruned each year. Failure to do this will result in large, unattractive plants 
Lawns 

Perfect lawns are something everybody desires. Fortunes have been spent 
in vain in some cases, so therefore, it is suggested that ordinary care be recom 
mended for lawns. Keep them well watered; plant grass seed in the spring 
where bare spots appear; replice top soil if erosion occurs; feed the lawn regu 
larly with fertilizer; remove the weeds and leave about three inches of grass 
standing before winter sets in 
Drives 

Driveways that are constructed of crushed stone need to be raked frequently 
in order to keep the stone in place and in order to maintain a neat, attractive 
drive. 

Window shades and blinds 

Shades and blinds should be handled with care, They should never be left 
drawn at open windows as wind and rain can cause sufficient damage to require 
the replacement of the shade or blind 


Tron work 


It is very necessary to keep any iron work exposed to the weather well covered 
with a protective coat of paint to prevent rusting. 
Hardware 

Finished hardware, such as sash locks, door knobs, ete. are coated with 
clear lacquer to prevent them from tarnishing, therefore, you are Warned not to 
clean the hardware by using metal polish or harsh cleansing materials. Hard 
ware should be cleaned by wiping it off with a damp cloth and then wiped dry 
Gutters 

Gutters are constructed to carry off the rain water from the roofs. If there 
is any obstruction in the gutter, the water cannot tlow freely. This is very apt 
to cause rot, the backing up of the water, leaks at the eaves, and the formation 
of destructive ice. Be sure to keep your gutters free from leaves, the nests of 
birds, fallen branches, or any other obstruction. It is also necessary to keep 
the outlet at the ground clear of leaves, branches, etc. in order to allow the 
water a free outlet. 
Tnsuranc ( 

It is recommended that the home owner carry insurance policies covering fire, 
public liability, and workmen’s compensation, 

For all items that your builder is responsible, be sure to call him first rather 
than speak to supervisors who may not have sufficient authority, 
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BEST WISHES 


The New Jersey Home Builders Association, along with your builder, takes 
this opportunity to extend best wishes for your comfort and happiness in your 
new home. Proper care and maintenance is essential, not only to preserve your 
home for the comfort and convenience it affords you and your family, but also 
as part of your duty to the community in which you live 

If every owner will do his part the entire community will become a better place 
to live and you will profit by the value that is added thereby to your investment. 
Take pride in your home and your community. Do everything possible to build 
it up. As a homeowner, you now own a stake in this great land of ours—help 
preserve it. Again, best wishes. 

Your correct address is 
Street 
Municipality 
County 
State 
You will vote at a2 
Builder : 
Name o 
Address Phone 
Heating contractor : 
Name 
Address Phone 
Plumber : 
Name ss re 
Address Phone 
Electrician : 
Name — 
Address - Phone 


Mr. Rats. We appreciate your statement, and we will appreciate 
your help and that of your organization in working out these things. 
Thank you very much. 

Mr. Alfred F. Fletcher and Mr. Leigh Morrell. Are they here‘ 
Will you gentlemen come around, please / 


STATEMENT OF ALFRED F. FLETCHER, DIRECTOR, DIVISION OF EN- 
VIRONMENTAL SANITATION, STATE DEPARTMENT OF HEALTH 


Mr. Fiercuer. I have a statement. 

Mr. Rains. How long is it / 

Mr. Fiercuer. A page and-a-half. 

Mr. Rains. Go right ahead and read it. 

Mr. Fiercner. The control of home building and housing develop- 
ments in the State of New Jersey rests with municipal authorities. 
Specifically, local health departments are responsible for approving 
and supervising the installation of individual water and sewage dis- 
posal systems. Until approximately 2 years ago, the State depart- 
ment of health did not have a program set up to deal with this prob- 
lem on a State-wide basis. 

Two years ago, however, the Federal Housing Administration 
appe: aled to the State department of health, division of environmental 
sanitation, relative to reviewing applications for all of the larger 
housing projects, 50 or more, with the underst: nding that if such an 
arrangement were possible, the Federal Housing Administration 
would not grant approval for such applications until the methods for 
proving water supply and sewage disposal were considered adequate 
by the State department of health. 

Mr. Rats. How long ago was that, 2 years ago? 

Mr. Fuercuer. Yes. 
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Mr. Gamste. That is 608 largely at that time, I suppose. 

Mr. Rains. That is all types of building? 

Mr. Gamepie. FHA? 

Mr. Fiercuer. For the FHA. 

Mr. Gamste. And a lot of that was built under title 608 ¢ 

Mr. Fiercuer. This request by the FHA was answered in the af- 
firmative and since that time one engineer, full time, and two assistants 
on part-time basis, have been available for such work. In addition, 
assistance has been given to many local health departments and munic- 
ipal authorities in connection with housing projects which had pre- 
viously been approved by local health departments, but which failed 
to operate satisfactorily. 

In these cases, complaints from occupants of the houses resulted 
in decisions by the State department of health to make investigations, 
prepare reports, and make recommendations to local municipalities 
and boards of health outlining steps which should be taken to deal 
with the problem. 

In some cases, this has resulted in a decision on the part of a munic- 
ipality to design and construct sewers and provide for proper treat- 
ment or connection to existing sewer systems. In several cases, the 
State department of health has held formal public hearings to get all 
of the facts regarding a subdivision in which the individual sewage 
disposal systems were overflowing. Instructions to offenders were 
then issued to effect corrections. 

A similar cooperative program was worked out with the Veterans’ 
Administration a little over a year ago. At the present time, a bill is 
being put in final shape for submission to the State legislature, grant- 
ing authority to the State department of health to review and approve 
subdivision plans which will include proper provision for water and 
sewage facilities before such plans can be filed or such subdivisions 
ean be built on. 

Mr. Rarys. I would like to stick in a plug for that bill. That sounds 
likea 200d one tome, because that would have saved a lot of the trouble 
we are facing today. if it had been in effect. 

Mr. Frercner. That had been submitted twice in the past, but we 
are hoping this year to get it in such shape that it will be approved. 

In addition, the State department of health is drafting a code deal- 
ing with individual sewage disposal and water supplies which will be 
recommended by the State department of health for adoption by local 
communities to deal with this problem at the local level. 

It can be said that many local municipalities were too small and 
inadequately equipped with laws and qualified help and engineering 
personnel to deal effectively with the tremendous boom of housing 
project developments during the postwar vears. 

The FHA has developed and has in use a code which, if followed 
by local communities, would have prevented many of these conditions. 
As indicated above, local health departments, upon whom the FHA 
depended for review of plans and approval, were not equipped with 
laws or personnel to discharge this responsibility adequately. 

I could add to that that we have in New Jersey something like 570 
local municipalities. 

Mr. Rains. Many of them have grown tremendously. 

Mr. Fiercuer. Many of them are very small with part-time per- 
sonnel. 
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Mr. Ratns. Some of which have grown tremendously in the last 2 


years. 


Mr. Fvercuer. That is right. 

Mr. Rarns. I appreciate your statement. I think it is a very good 
statement. 

Do you have any statement, Mr. Morrell ? 


STATEMENT OF LEIGH MORRELL, PUBLIC HEALTH ENGINEER 


Mr. Morreww. I am here to aid Mr. Fletcher in answering any 
questions. 

Mr. Rarns. What is your position ¢ 

Mr. Morretu, I am a public health engineer. 

Mr. Ratns. Do you think, since you have the agreement with the 
FHA and the VA, that they will be governed by your sanitation en- 
gineering and so forth to be able to determine the proper water levels 
throughout the State and would avoid in the future the building of 
so many houses with water in the basement and so forth? 

Mr. Morretu. I think it would help a great deal. FHA has long 
had a certain set of rules and regulations under which they will ap- 
prove sewage installations. We have added to that since we have been 
in the program, and we asked for certain information, among which 
is test borings, in an attempt to find out where the ground water is. 
As a previous witness testified, that is a pretty-hard thing to put your 
finger on, because, in a dry period, that ground water recedes. 

Mr. Rains. Do you anticipate that you would get that information 
on every project or proposed project that was to be constructed ? 

Mr. Morrety. Test borings would show it, if the borings were made 
at the time that the water table was high. If those borings were not 
made at high water table periods 

Mr. Rarns. May I ask a question that would show my ignorance 
of the water tables? At what time of the year are they the highest? 

Mr. Morret. In the spring, usually, when the ground is thawing, 
or at the present time they are rather high right now, which is an 
unusual condition for this time of vear. I might say, sir, that one of 
our basic reasons for some of the failures was the lack of adequate 
percolation tests. You will recall that 1949 and 1950 were excep- 
tionally dry years and when percolation tests were made without ade- 
quate saturation, they did not show a true picture or at least a pic- 
ture that you would have in a wet condition, such as we have now. 

Mr. Rarns. Can the porosity of the soil be shown accurately by a 
percolation test ? 

Mr. Morrett. We believe it can if you have adequate saturation. 

Mr. Rains. I compliment you gentlemen on your proposed changes, 
and I certainly hope that you get that bill enacted into law because 
what we need is close working relationships between the departments 
of the State that have to do with sanitation and health and with the 
agencies of the Government that have to do with the insuring of these 
loans. If you have any other suggestion you would like to make to 
the committee, you may do so. 

Mr. Morre i. I don’t think so. 

Mr. Rains. Thank you very much. 

(The following statement was submitted for inclusion in the 
record :) 
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BERGEN CouNry HEALTH OFFICERS ASSOCIATION, INC., 
Englewood, N. J., March 11, 1962. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee of House Banking and Currency Committee, 
House of Representatives, House Office Building, Washington, D. C. 

Dear Sik: Many members of this association have been and are directly con 
cerned with certain phases of the problems of defective housing which your 
committee is investigating and on which your committee held hearings in Newark 
on February 11 and in Hackensack on February 12. 

In New Jersey, supervision of plumbing and septic tank installations where 
connections to a public sewer are not available (not a part of plumbing), are 
under the supervision and control of municipal boards of health and the local 
health officer (or sanitary inspector) who is the executive officer of the board of 
health. Septic-tank installations are usually made in accordance with a code 
administered by the plumbing inspector. Building permits are issued by the 
municipality, without consultation during the early planning stages with the 
board of health or its agents except in a few areas. Under such conditions, 
boards of health are faced with the almost impossible problem of devising 
satisfactory sewage-disposal systems for houses already under construction or 
often for completed dwellings on lots whose size and location is already deter- 
mined and on which, where adverse soil conditions, unsatisfactory surface grad- 
ing and drainage problems, including ground water and possible flooding from 
adjacent watercourses are encountered. Such procedure frequently results in 
undue pressure on local boards of health and their personnel for the issuance 
of permits for septic-tank installations where adequate health safeguards cannot 
he obtained nor provided. In such cases permits for the initial building con- 
struction should not have been issued and would not have been issued if the 
hoard of health had been consulted in the planning stages. 

In view of the experience of many members of this association, it has been 
deemed desirable to submit to your committee certain general observations as 
listed on an attached sheet, which, in our opinion, might be helpful to your com- 
mittee in its consideration of the problems before it. It is not intended that this 
communication be in the form of evidence on any of the points listed but rather 
that it serve as a guide to your comiittee in making its own investigations, and 
we most respectfully request that this letter and accompanying memorandum 
be made a part of your record pertaining to this phase of your investigation. 

Prevention of unsanitary conditions such as the overflow of sewage onto the 
surface of the ground and continuously wet cellars is much easier than the 
correction of these problems after the house or houses are occupied. In the final 
analysis, the responsibility for the final installation of such sewage systems 
rests with the local board of health, in spite of the fact that many adverse con 
ditions have been forced upon it. 

This committee of our association is now engaged in preparing a code govern 
ing the installation of sewage-disposal devices for individual residences on a 
specification basis where connections to public sewers are not available, together 
with other code material which will provide in a single document a detailed 
procedure covering all steps from vacant land to finished construction with 
proper emphasis placed upon the importance of land developments involving 
many dwellings and the problem of grades-slopes-soil conditions, surface water, 
and floodwaters. Such a code would be available for adoption by a local board 
of health supplemented by concurrence or adoption of the subdivision procedures 
by the local planning board if there be one, or by the governing body of the 
municipality. This has been done by this committee because the State depart 
ment of health has declined, from a State level, to deal with subdivisions involv- 
ing multiple dwelling units. 

We realize that your investigation cannot be expected to cover the entire 
field but, on the other hand, a broad approach may be helpful to all concerned. 

Yours very truly, 
ERWIN GOEMANN, 
Chairman, Committee on Environmental Sanitation. 


MEMORANDUM WITH RELATION TO UNSANITARY CONDITIONS IN AND AROUND HOUSES 
IN REAL ESTATE DEVELOPMENTS 


Failure on the part of developers and municipal agencies including planning 
boards, governing bodies and boards of health to secure properly qualified engi- 
neering and expert advice in proper planning of the development in all its phases 
and in supervising all details of its construction. 
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A general local of advance understanding or appreciation or the problems 
which are certain to be encountered in portions of a development adversely 
affecting the purchasers of the houses, the developer, as well as municipal 
officials and other agencies concerned. 

Mass production of single-family houses utilizing heavy construction equip- 
ment in regarding property and altering its surface topography in order to utilize 
ail of the land for building purposes has introduced many new problems in proper 
sewage disposal, all of which contribute in part to difficulties in which the house 
holders and local officials subsequently find themselves, and from which there 
is apparently little or no redress. 

Many developments are located in relatively undeveloped or rural munici- 
palities where the necessity for adequate control by preliminary study and 
subsequent supervision is not appreciated nor desired and the securing of neces- 
sary funds for these purposes will not be provided in view of lack of public 
support, until a very unfavorable experience has come to pass in the particular 
municipality. 

Lack of any master plan in rural areas either on a local or county basis which 
if available would indicate certain unbuildable areas best adapted for public 
use such as parks, parking fields or recreational areas. 

Lack of appreciation generally on the part of all agencies concerned that cer- 
tain portions of any tract of land may be virtually unbuildable due to any of 
the following factors, singularly or in combination: Steep slopes, impermeable 
soil, adverse drainage conditions whether due to ground water, surface water 
or toodwaters, in adjacent water courses. 

No really effective leadership and assistance in these matters either on the 
part of planning agencies or the State Department of Health even though these 
agencies doubtless realize the urgency of the situation. 

Undue pressure on or from Federal agencies to guarantee loans resulting in 
emphasis on volume of loans processed supposedly for the benefit of GI families 
but with too little emphasis on sound, durable construction and subsequent 
occupancy under proper sanitary conditions to which the new owners right 
fully assume that they are entitled. 

Few building codes or health codes prior to these recent mass developments 
had made any attempt to provide protection against flooding of cellars or con- 
tinual wetness. 

Federal agencies are apparently handicapped by improperly qualified field 
personnel; lack of proper and adequate procedure for the consideration of 
proposed developments particularly where construction occurs on a mass basis; 
inadequate inspection procedure and, by a general attitude, apparently favoring 
the developer and disregarding obligations to the municipalities and to the home 
owners. 

The administration of existing regulations by Federal agencies would appear 
to ignore or bypass the opinions and recommendations of technically trained 
and qualified personnel within these organizations and also to ignore or bypass 
existing minimum standards as currently in effect. 

Existing regulations and procedures and policies of Federal agencies cur 
rently in effect need a complete revision in many respects to meet present condi 
tions resulting from mass production in relationship to the finished product 
and based upon final occupancy and the release of Federal funds as final shou!d 
be predicated upon a signed, legal occupancy certificate. 

The application of pressure on local agencies for municipal approval in its 
various forms is apparently participated in by Federal agencies and by developers 
with Federal ageney support. This must be stopped. 

Some progress has been made by the developers themselves to provide ac- 
ceptance by individual members of what might be termed a “code of ethics” for 
that portion of the building industry, but full acceptance thus far in this county 
appears to be far from general as many developers are unwilling to correct the 
conditions for which they are responsible. Strong corrective measures must be 
taken to prevent a recurrence of our recent experience. 

Inadequacies of existing codes and regulations of municipal agencies including 
boards of health where sewers are not available, is an important factor and un 
fortunately this condition gives many developers the opportunity of pointing 
out in their defense that they have followed an existing code or regulation to 
the letter which does not mean, however, that they have produced a house 
which, when occupied, will meet any rudimentary requirements of sanitation 
There must be an adequate code with the health department prominently in 
the picture. 
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Mr. Rarns. The next witness is David Diamond, from Bullard 
Avenue. Is Mr. Diamond here? 

(No response. ) 

Mr. Ratns. The next witness is from Continental, River Edge. I 
have no name on that. Didn’t we have a report on that today ? 


STATEMENT OF EUGENE McLOUGHLIN, RIVER EDGE, N. J. 


Mr. McLoveuturn. The point I wanted to make to the committee 
was that this moring, when Mr. Giand and Mr. Noonan talked to 
you about the complaints we had in the Continental Ridge develop- 
ment, they did not point out that that development was made up of 
two distinct and separate groups. The first group of houses, about 
150 houses, were built, and the rest were built after that. The first 
group of houses was sold in 1949. At that time, we had exactly the 
same conditions and the same complaints that are now coming up in 
the second group of houses. 

Mr. Rarns. Were they FHA or VA financed ? 

Mr. McLoveuttn. Both FHA and VA financed. At that time we 
had another committee in existence. We went to the FHA and the 
VA and we pointed out the same conditions to the FHA and the 
VA. They knew in 1949 that this builder was building these houses 
and building them under the conditions that existed. The same things 
were allowed to go on in 1950 and 1951. 

Mr. Rats. By the same builder? 

Mr. McLovcuuiry. Yes, sir. 

Mr. Rarns. Iam sure his name is in the record, but will you state it? 

Mr. McLoventin. Milton Zerman, Eagle Construction. 

Mr. Rarns. Yes; that is in the record. 

Mr. McLoveuuin. I have one letter that we sent as a committee. 
We asked Mr. Emil Erickson, who was at that time the FHA inspector 
for the development, to come and meet with our committee so that we 
could go over with him the various conditions that existed and the 
lack of following of specifications that had been filed with the FHA 
and the VA. Mr. Whitesell, of the FHA, contacted us and told us 
“Please be advised that Mr. Erickson will be unable to attend the 
meeting of your association on June 19, 1950.” He suggested in his 
letter that we go as individuals to the FHA and give our account 
number and tell them our complaints, and at the same time send a 
copy of our letter to the builder. 

He made no further recommendations, but the implication, as I see 
it, in the letter is that “we will take care of you on an individual basis, 
but not on a group basis.” 

Mr. Ratns. Of course, the loans are on an individual basis. How- 
ever, there is nothing to prevent any group that wants to get together 
to present their claims. 

Mr. McLovenuin. That isright,sir. I want to make another point. 
We went into these houses and the builder and his sales people told 
us when we bought the houses, at the time we asked for some speci- 
fications—I know I did personally—he told us, “You have nothing to 
worry about. You have the FHA and the VA behind you. They are 
taking care of these houses and they are inspecting these houses for 
you. You have the United States Government backing you up. 
What are you worrying about what we are going to do for you? 
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Mr. Ratns. What is his name? 

Mr. McLoveuuin. He was a Mr. Hyland who was a salesman at that 
time. 

Mr. Rats. For what company ¢ 

Mr. McLovenuin. The Eagle Construction Co. 

Mr. Rartns. Was he doing the selling? 

Mr. McLoveutin. The other salesmen in the group, as I have been 
given to understand by other people in the area, told the same line. 

Mr. Rains. Of course, you realize that that is a violation, to make 
a statement that they are Government-guaranteed homes. They are 
Government-guaranteed loans, but not the homes, 

Mr. McLovenurin. We finally found that out when we asked the 
FHA about that. Mr. Phelan and Mr. Whitesell told us that—that 
the Government was not guaranteeing the construction of the home; 
that the Government was merely lending money. 

Mr. Rains. I can understand how you can get the wrong impression. 
I think there should be plenty of publicity given to the fact so that 
everyone will understand that they are not Government-constructed 
and Government-guaranteed. 

Mr. McLoventrn. When we wrote our individual letters to the 
FHA, we got back their usual form letter, which says: 

It may be well to point out at this time that the administration does not serve 
in the capacity of borrower's architect, supervisor of construction 
and so forth. Then we went further and wrote letters with regard to 
our individual complaints, and Mr. Whitesell himself writes me back 
and states: 

In the event that you feel that the builder has failed to adhere to the terms 
of his contract with you, we can only suggest that you consult legal advice. 
We regret the possibilities that the findings of this office are not in accord with 
yours. However, it is our desire to be fair to all parties concerned 
This is the punch line in my estimation: 

In this connection, it is our opinion that you have received excellent value in 
return for the purchase price. 

Mr. Ratns. Of course, that was not your opinion. 

Mr. McLoveutin. No, sir. 

Mr. Rarns. If you will file the letters, we would be glad to have 
them all. Thank you very much, Mr. McLoughlin. 

The next witness is from Madison Hill Civic Association, Norman 
Ginsberg. 

(No response.) 

Mr. Rarns. I realize, as I go down this list, that we had a great 
many of these presented by the American Legion this morning, as 
I see it. 

The next witness is Mr. Eberhard L. Meyer, of Fort Lee, N. J. 


STATEMENT OF EBERHARD L. MEYER, FORT LEE, N. J. 


Mr. Rains. Are you representing some group ? 

Mr. Meyer. There is a group there, the Apartment Dwellers Asso- 
ciation. I am a tenant in an apartment development there that most 
all the apartments have water in. 

Mr. Ratns. What is the name of the development / 
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Mr. Meyer. Linwood Park Apartments, Scarner & Solow; and I 
believe George Marcus is also affiliated with them. He is their law 
yer. He is in the second row right here. 

Mr. RaAIns. Will you proceed, sir? 

Mr. Meyer. In my particular apartment, we have had rain in 
there so often—— 

Mr. Rains. When did you enter your apartment / 

Mr. Meyer. On February 10, 1949. 

Mr. Ratns. And is it FHA or VA? 

Mr. Meyer. FHA. 

Mr. Rarns. It is FHA insured ? 

Mr. Meyer. Yes, sir. 

Mr. Rats. It is a garden type of apartment ? 

Mr. Meyer. Elevator. 

Mr. Rains. What we know as a 608 project, an elevator apartment / 

Mr. Meyer. That is right. There are 1,170 families there. There 
is no superintendent in the entire development that the tenants could 
eall to or go to. During quite a number of the storms, the plaster 
came off the wall. Pictures have to be taken down. I had three 
mirrors that had to be removed because they were warped and they 
were out of shape. At another time, I had to throw my shower curtain 
over the bed. Lam on the second floor of this five-story building. My 
mahogany, which was all new when I moved in there—— 

Mr. Rains. How could it rain all through the second story on your 
bed, on the second floor of a five-story building ¢ 

Mr. Meyer. Well, I don’t know, but it does. 

Mr. Rartns.. You mean it rained through the roof, the ceiling, or 
that it blew in the window ¢ 

Mr. Meyer. It just comes through the building. It was just a 
cheap job. 

Mr. Rains. You mean it leaks through ? 

Mr. Meyer. There was practically no waterproofing at all in there. 
I have extended coverage on my insurance. I also have compre- 
hensive insurance. I cannot get any redress from the insurance com- 
panies, and the insurance companies are correct. If there were some 
bricks or some windows broken and the water came in, then, of course, 
I could collect on my insurance. 

Mr. Rains. This is a rather odd one. Let me ask you a question. 
You are a tenant in that building, is that correct ? 

Mr. Meyer. That is correct. 

Mr. Rains. You don’t own your apartment ? 

Mr. Meyer. No. 

Mr. Rarys. How much rent do you pay in there / 

Mr. Meyer. $84 a month. 

Mr. Rarns. Is the building full? 

Mr. Meyer. Yes; it is full. 

Mr. Rains. Fully occupied ? 

Mr. Meyer. Well, there have been so many people moving, I don’t 
know if it is full now. There have been about 200 moving a month 
for quite a stretch because of the fact that it was unbearable, You get 
no consideration from the landlords. I don’t know why they don’t 
have a bond. There is a $9 or $10 million project, Your Honor. 

Mr. Rains. Of course, I don’t understand why vou have to stay there 
if it is in that kind of a mess. Why can’t you move someplace else ¢ 
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Mr. Meyer. I am glad you mentioned that. The fact that I have 
an interest in the other dwellers, I have been served with a dispossess. 
There is no law in the State of New Jersey that protects a tenant. You, 
Mr. Congressman, could be living in there and if you took a active 
interest in the tenants there, they can dispossess you for no reason 
whatsoever in the State of New Jersey. 

Mr. Rains. You don’t have any rent control down that section ? 

Mr. Meyer. We don’t have it in the State of New Jersey. Any 
building that is built since 1947, there is absolutely no redress. I ex 
pected Mrs. Donohue here. She is also a tenant. She is the secretary 
to the Korean Council. She is active in trying to help the tenants 
there. She has been told that when her lease is up she has to move. 

Mr. Rarns. This poses a little different problem for us. Of course, 
it is Government-financed and I realize it 1s within the jurisdiction of 
this committee, but after all, the building is owned by another man. 
It seems to me that he would be the one who would lose if he did not 
go ahead and repair and fix his own building in the long run, since he 
rents it out to tenants. I can understand how you might have 
damage for which you should be reimbursed, but it seems to me that 
unless he repairs his own building. he is going to lose what he has in it. 
Isn’t that true / 

Mr. Mryrr. Well, that is true in some cases, but in this case it would 
not be because when one moves out—another point in the New 
Jersey law is this: You put up a security and you don't get the 
security until you move from the building. So these landlords feel 
that you might have put an extra tack in the wall. They will probably 
take $50 off the security and send vou the balance. There is no redress 
unless you hire a lawyer to go to court. Now, in New York, there is 
a statutory law that when your 2 years’ lease is up in New York State, 
you then become a month-to-month tenant. 

We have no law in the State of New Jersey that protects anybody 
in any apartment built since 1947. T have a paper here, the Bergen 
sulletin of Thursday, January 10, 1952. This is an article. It is 
bsted under Linwood Park. It is several columns. It says: “Water, 
water everywhere and not a drop to drink.” 

Mr. Rains. Let me see that. I can read that quicker. 

Mr. Meyer. I wish vou would and then there wouldn’t be any 
question about the veracity of it. , 

Mr. Rains. Does this have reference to your particular develop 
ment ¢ 

Mr. Meyer. That is the development and it is the same all over. 

Mr. Rats. If you don’t mind, we will take it. 

Mr. Meyer. There is a picture of a young girl that is joing the 
Air Corps. You will see where she had to walk out on planks and if 
they didn’t take the apartment that particular time, she would have 
had to forfeit that deposit. 

Mr. Rains. Is that in that same elevator-type apartment ‘ 

Mr. Meyer. The same development: yes, sir. 

Mr. Rarns. I don’t mean development. Is that an elevator-type 
building / 

Mr. Meyer. That is right. The same group owns all of these 
apartments, 1,170 families there. 
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Mr. Rains. What do you suggest this committee can do with you 
problem? You really have me puzzled. I don’t know, and I ask 
that sincerely. It is different from the others who own their homes, 
us you can see, 

Mr. Meyer. I ordinarily would say you should hang the owners, but 
I am going to try to give you a suggestion. Why isn’t there a Fed 
eral bond put up to protect the tenants that move’into an elevato1 
development / 

Mr. Rains. A Federal bond / 

Mr. Meyer. I mean the builder should put a bond up. 

Mr. Rains. To protect the tenant / 

Mr. Meyer. Yes: that is right. In cases of a flaw in the building. 
where the tenant can have some redress or they can be held responsible. 

Mr. Rains. I think you are getting over my head with your sug- 
gestion, because the Federal Government would not have any juris- 
diction. I think your recourse would have to be in your State laws 
as to the rights of tenants, because that is the only thing I see. I can 
say this: Of course, if it were owned by you as owners, you might have 
a complaint about inspection and all that, but since someone else owns 
it, it seems to me that he would be the one who would be in trouble 
about poor inspection. 

I don’t know what to suggest to you. I appreciate your testimony. 
[ don’t know what this committee can do, but I will say this: I think 
it is very dangerous for FHA or VA to approve any loan on any 
building that is built, if what you say is correct, and I am not doubt- 
ing you, that way, because in the long run that house is going to tumble 
down and when it does, Uncle Sam is going to have a debt on his hands 
that somebody is going to have to pay off. 

I don’t see what we can do for you. I don’t like to tell you that, but 
it seems to be a bit out of our jurisdiction. 

Mr. Meyer. The Government loaned them the money. 1 think the 
Government should insist that they put up a bond so that they are 
going to do proper work. 

Mr. Rains. That is out of the line of this committee, Mr. Meyer, 
inmy judgment. I can’t follow you on that because, after all, nobody 
is forcing you to live in it. 

Mr. Meyer. No, but after all, we move in there and it cost me 
$450 to put up drapes around the windows. My wife has a coronary 
heart condition. She was in the Doctor’s Hospital for 9 weeks and 
it isn’t a pleasant task to say, all of a sudden, that we have to pack 
up because we are trying to be good Americans and fight for what 
we are entitled to. I owe them no money. I own property in my 
own name. Iam not asking any favors. 

Mr. Rains. I understand that. Iam just trying to figure out how 
the committee could have anything to do with it. 

Mr. Meyer. Even after these same people had built the Teaneck 
Gardens, Mr. Marcus was fined, I understand 

Mr. Ratns. I don’t care about that testimony. I don’t believe it 
comes within the jurisdiction of this committee. I don’t see how we 
can do anything. I don’t mind telling you that I will find out if 
there is anything we can do. At the moment I don’t understand the 
problem. 
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Mr. Meyer. There are over a hundred thousand people atfected in 
New Jersey because New Jersey has no law to protect them. They 
haven't got a law on the books to protect anybody that is living in 
an apartment built after 1947. It is a disgrace. 

Mr. Rats. We can’t do anything about that. 

Mr. Meyer. I know it wouldn’t happen in Alabama. 

Mr. Rarns. No; there is a different law in Alabama. I assure you 
of that. We appreciate your coming. 

Mr. Meyer. Can I make a couple of suggestions ¢ 

Mr. Ratins. Yes. 

Mr. Meyer. I know this is not in keeping with the construction 
of a building. I have been on the official family of Fort Lee and 
police commissioner and so forth. If you don’t know where Fort 
Lee is—— 

Mr. Rains. I know where it is. 

Mr. Meyer. Anyhow, on any of these elevator apartments, they 
should insist upon an elevator building large enough to hold a 
stretcher. I saw a poor unfortunate woman that they had to carry 
down four flights of stairs from the top floor because that elevator 
was not big enough for the police to take her down in it. It is so 
small, 

Mr. Rains. But I don’t think you can criticize the FHA for that. 

Mr. Meyer. No; but I think if the FHA lends money, they should 
have an elevator sufficiently large enough to take a sick person down. 

Mr. Rains. Maybe they should have elevators as large as the one 
in this building, which is the largest I have ever seen in any building. 

Mr. Meyer. Of course, this is a political building. This is different. 

Mr. Rarns. Thank you very much. 

The next witness is from Tri-Boro Estates in Bergenfield. Who 
represents them / 


STATEMENT OF JOSEPH KASSHEIMER, BERGENFIELD, N. J. 


Mr. Kassnemer. This gentleman is Mr. William Hopkins. 

I have a short statement I would like to read to you. 

We the home owners of Tri-Boro Estates VA 49-AC-415 VA refer- 
ence file 3009-4BCL, located in Bergenfield, N. J., wish to bring to 
the attention of your committee the following facts regarding the 
conditions in our development which require investigation and definite 
remedies. 

We all bought our homes in the last half of 1950.) This was a 
drought year, with water tables running low. All of the homes built 
in our development in Bergenfield were built with crawl spaces under 
the house. In the year following, when we again had normal rains, 
at least 80 percent of these homes had from 4 to 24 inches of water 
in these crawl spaces, and this water has never been out of these spaces. 
Repeated pumping out has not solved this problem for as soon as they 
are pumped out they refill; this water seeps up through the crude 
concrete flooring which only acts as a filter bed. The area on which 
these houses were built had been known not only to the builder, Mr. 
Mario Talini, but also to the town as a low swampy area; when the 
houses were built not only was the land not filled in but the builder 
did not build up to the grade that was set for him by the engineer. 
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The grade at present is a full 12 inches below the grade line set for 
him, which sets all of our back yards below the curb lines so that all 
of the rear yards are dished. Then both before and after the houses 
were sold, but before they were occupied, the builder stripped off all 
of the topsoil and sold it. 1 

He sold it with VA approval. This was told to me by Mr. Ira 
Everett in the presence of Mr. Brown while I was at their office in 
Newark with Mr. Walter Newby, the service officer of the Bergen- 
field American Legion Post, who has performed valued service to us 
in getting our problem before Mr. Brown of the VA. After this top 
soil was removed, the back yards were rough graded to the rear prop 
erty line, no top soil was replaced at any time. The bare red clay 
hi ardpan was all we had in our yards. Whenever it rained, we had 
lakes of water 50 to 70 feet long and 20 to 30 feet wide, which just 
laid there until it evaporated. 

After a number of complaints, finally Mr. Ira Everett on November 
14, 1950, sent a letter to the Bankers Federal Loan and Savings As- 
sociation, notifying them that the VA was withholding the issuance 
of certifications and committments on the 49-AC-418, Tri-Boro 
Estates, Inc. 

To date, except for the following, we have had nothing done to 
alleviate our conditions: 

The builder did dig a French drain 250 feet long in the rear of the 
row of houses on my block at the back of the south side of Day Avenue. 
This drain was three feet wide and 4 feet deep; it was filled with blue 
stone and then back-filled with the mud that was dug out of it origi- 
nally, no drain tile or catch basins were installed. The pipe that 
was to drain off this trench was installed not at the bottom where it 
would have been effective, but at the top of the ditch. The mud 
filled the crevices between the stone and rendered it completely in- 
effective. To date, when it rains, we still have pools 20 to 30 feet wide. 

I have bought six 5-yard loads of sand fill to cover the clay in my 
back yard. The price of top soil being what it is, I do not have a 
pound of it in an area 60 feet wide by 50 feet deep. Other people 
in this development have also bought yards of fill to try to remedy this 
severe drainage problem. In desperation, I have had to pay $300 to 
have my crawl space waterproofed, as the dampness in the house was 
causing my family to be continually il of colds. The waterproofer 
told me that whoever built houses in this locality was either a fool 
or didn’t care what he built on. In his considered opinion, the water 
table in this location required the raising of the entire area by a foot. 

About a year ago, our condition was further aggravated by the 
following: Bergen County and the town of Cresskill had installed a 
48-inch storm drain which ran south down Knickerbocker Avenue, 
then west on Maple Street, and then at the edge of Tri-Boro Estates 
it was connected to an established 27 inch storm drain that had been 
laid when this land was a part of Camp Merritt during World War 
I. This 27-inch drain was the only sewer we had to drain all the 
street catch basins in our development; it is about 1,500 feet. long 
and e mpt ies into Metzler Brook at an open culvert. at Hickory Avenue 
and Baywood Avenue. Now, when we have a heavy rain, instead 
of the cs atch basins taking off our street water, the catch basins pump 
up water and fiood our streets. 
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We notified the VA and county freeholders the town councils of 
Bergenfield, Tenafly and Cresskill: for a year nothing was done. Then 
Mr. Ek. Meyers, of Bergenfield Road, commissioner and councilman, 
became our advocate, and through his efforts we have finally been noti- 
fied that soon we will have an adequate storm drain laid. At the last 
date it was to cost $70,000, This after a year of endless fighting, when 
the simplest tyro could have known that 4 miles of sewer water run 
ning through a 48-inch main could not be run into a 27-inch main 
without some damage being done. 

The engineer who connected these two sewers together was the 
builder’s engineer for the Momar development which lays just to the 
north of Tri-Boro Estates. He is also the town engineer for Bergen 
field; yet at no time did he notify the town of this hazardous condi- 
tion. The first the mayor of Bergenfield knew about it was when the 

Jergen Evening Record had a picture on the front page showing 300 
feet of Phelps Avenue under water 2 feet deep. 

The drainage problem has been a constant threat with all of us in 
this development. Something must be done to place the blame for 
this kind of shoddy business practice which smacks of malfeasance of 
the appointed authorities who have been given the power to protect the 
veteran and home owner. The lack of inspection, or inspection which 
does not report the obvious defects that so glaringly show themselves 
even to the most inexperienced observer must be changed to a more 
rigid code where unscrupulous builders and engineers are forced to 
remedy these defects before the unsuspecting home buyer is saddled 
with vears of grief and worry. Not only is the home owner not pro- 
tected, but the authorities do not force the builder to rectify his mis 
takes after the mistakes are pointed out to them, both by photographs 
and the evidence of their own eyes. 

The force of law must be brought to bear on this problem, as it 
seems no other force has been able to do any good. 

Mr. Horkins. My home is at one of the lowest points in this develop- 
ment. T have had water in my crawlway for well over a year. The 
constant pumping I do does not correct the situation. I just pump 
it out and it comes right back in again. That is due to the fact that 
the house is built on a very low level and that the top soil had been 
removed prior to my moving in. All of the top soil had been removed. 
There wasn’t one bit of original top soil left in that entire area. 

Mr. Rains. The real trouble being that 1t was built in too low a 
place ¢ 

Mr. Horxins. Yes. 

Mr. Kassuemer. If that grade had been brought up to the original 
12 inches that was in the builder’s plans and if the top soil had been 
left on and adequate grass seed had been planted in there, I think we 
would have had less water than we do have now in our back yards. 
As you see by those pictures 

Mr. Rains. Will vou put these pictures along with your statement 
so that we can have them / 

Mr. KassHremmer. I have the area here on the town map. 

Mir. Rains. Are these pictures the same area you are talking about 

Mr. Horkins. Yes, sir. 

Mr. Rats. Is there anyone here from Colonial Park Estates ¢ 

Edward Jones—put him on. 
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STATEMENT OF EDWARD JONES, COLONIA PARK ESTATES 


Mr. Ratns. Where are they located ? 

Mr. Jones. Outside of Rahway. 

Mr. Rains. We were supposed to hear from them at Newark yes- 
terday, but no one appeared. 

Mr. Jones. I had to cover the plane crash for the company I work 
for and therefore I was not here. 

Mr. Rains. Let us take a short recess for a moment. 

( Recess taken. ) 

Mr. Rains. I am going to read off a list that I have here and then 
[ am going to parcel the time out. That is the only way we can get 
through. As I call the names, I want to see you hold up your hand. 

(Discussion off the record. ) 

Mr. Raines. Your name is Mr. Jones, isn’t it ? 

Mr. Jones. Yes, sir. 

Mr. Rains. You are from Colonia Park Estates / 

Mr. Jones. That is right. 

Mr. Rains. You may proceed, Mr. Jones. 

Mr. Jones. Ours is a group of 65 homes over near Rahway, N. J. 
Of course, some of our complaints are quite similar to the others. I 
got involved in this thing by being elected to an association. We 
started this association to represent the people, to get the complaints 
before the appropriate people. 

We ran into this trouble. We tried to sift our complaints to get 
the petty ones that did not mean anything out. We tried to get a 
hold of the specifications that the homes were built from. specifications 
that were supplied originally to the FHA and to the VA. We have 
continually got a run around from the FHLA by supplying us with or 
letting us see copies of the specifications. ‘The VA did let us see a 
copy of the specifications they had for these homes. However, they 
told us that the FILA had the power, inasmuch as they inspected the 
buildings, to make modifications where they felt it was necessary. 
For example, if a builder could not get certain materials. 

The V.A specifications did not mean too much to us. We did find 
deviations from those, such as no top soil, where the specifications call 
for four inches and other things about the cellars and copper tubing 
that we did not get, stuff like that. On this FHA thing, we have con- 
tinually gotten a run-around. 

Mr. Rains. You mean about getting copies of the specifications / 

Mr. Jones. Yes,sir. We felt that there was something bet ween the 
builder and the FHA. 

Mr. Rarns. I wouldn't make that statement unless I knew that deti- 
nitely. Do you know that is true? If you do, give us the names. 

Mr. Jones. The inspector’s name for the FHA was Paul Lapenna. 

Mr. Ratns. Was that based on the idea that you couldn't get the 
specifications ¢ 

Mr. Jones. No. It was based on the quality and construction of the 
homes, the materials that went into them, telephone conversations that 
we had with the builder and with the FHA inspector. In one of those 
conversations the inspector made the statement, “You people want 
everything from the builder. Do you want the man to go broke?” He 

also tol lus, at the time this call was made, that the final inspection 
on the homes had not been made vet. Yet we moved into the homes 
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shortly after that and we never saw anything of the inspector to 
make the FHA final inspection. 

Recently, because of the charges I made about the FHA inspector, 
a man whose name was Sacjiek, who was a criminal investigator for 
the FHA in Washington, came up to the house. There were five of 
my neighbors there and we met with him. He said that all he was 
interested in, or the main thing that would convince him that there 
was anything wrong about the inspector, was if somebody actually 
saw the builder pass money to the inspector. We had a great amount 
of other information—— 

Mr. Ratns. If you have that information, how about giving it to 
us, without going into detail. If you have any information that any- 
continually got a run around from the FHA by supplying us with or 
thing was wrong. If you have specific information, you should give 
it to this committee, but don’t give us a lot of talk about somebody 
calling up and saying, “Do you want the builder to go broke?” That 
is no proof. 

Mr. Jones. I realize that. 

Mr. Rains. You may go ahead. He said he wanted to see if you 
knew of any money passing. 

Mr. Jones. He said that would convince him. 

Mr. Ratns. That would convince me, too. 

Mr. Jones. He said he was a lawyer and a criminal investigator. 
He said that if an inspector took a job inspecting the building for the 
FHA and came around and inspected the buildings and did not hap- 
pen to catch all the little things, such as leaky cellars, leaky roofs, no 
(op soil and other things that were in the specifications, he says it did 
not indicate any criminal intent or actions on the part of the inspector. 

Mr. Rains. You don’t mean to infer, just that alone, do you ? 

Mr. Jones. No. He said that was the only information he wanted 
to consider, unless someone saw the money passed between the inspec- 
tor and the builder. We felt he should consider the other information. 

Mr. Rarns Where is that other information ? 

Mr. Jones. I supplied it to the FHA im affidavit form, Mr. James 
F’, Neville, the zone commissioner in Washington, Mr. Whitesell, of the 
Newark office. It is in affidavit form to them. 

Mr. Ratns. Of course, we will see a copy of that ? 

Mr. Jones. We had photostats of it at the time. We felt that it 
Was a very poor way to conduct an investigation by an inspector, to 
come around and tell us that maybe the man was not qualified for 
his job and that that did not indicate anything wrong, that there 
wasn’t anything there to be complaining about. 

Mr. Rarns, I would say this to you very frankly: He apparently 
was a criminal investigator. You said he was? 

Mr. Jones. Yes. 

Mr. Rains. I would regret to think the law in this country had got- 
ten to where you could put a man in the penitentiary because he did 
no do his job right, because I know a lot of people who would get 
there every day. I don’t think that is proof. We will see this file in 
Washington that vou have sent in. 

Mr. Jones. My question was, though, if the man is not qualified to 
do the job, regardless of the criminal action, should he be on that job 
of going around and inspecting homes for the FHA loans and VA 


loans? 
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Mr. Rarns. I agree with you that they should be competent. 

Mr. Jones. The sources of information that I quoted to the man—I 
told him where he could get additional information. He did not go 
around to check with the people as to other statements he could have 
gotten. He came up from Washington on a per diem basis. ‘Well, 
since the original inspection, because we complained, at least three 
other inspectors have been in the development inspecting the homes 
over again at Government expense. In each case they will not let 
us see the specifications or anything else on the homes so that we will 
know whether we have a legitimate complaint or not, whether actually 
the inspector did neglect his duty or anything like that. 

Mr. Rains. It strikes me a little odd. T have not heard too much 
that you have told me is wrong. You are not just looking for trouble, 
are you! 

Mr. Jones. If you want to hear a list of the complaints we have 
water in the cellar. 

Mr. Rarns. Do you have a list of them ? 

Mr. Jones. It has been supplied to the FHA. 

Mr. Ratns. Already been supplied to the FHA? 

Mr. Jones. Yes. 

Mr. Rais. We will be glad to look into it. We will also look into 
the file that you mentioned. 

Mr. Jones. Is it possible to get copies of the FHA specifications? 

Mr. Rarxs. I am quite sure it is possible to get copies of them. 

Mr. Jones. I have a letter from Mr. Neville, who is the zone com- 
missioner of the FHA in Washington. He says they become a part of 
a confidential file and that we can’t have access to them. 

Mr. Rains. Of course, what you are asking for—are you talking 
akout specifications that don’t belong to you’ Somebody else pays 
for them, but they can be had to see if they measure up to it. 

Mr. Jones. That is what we wanted, because the VA did let us see 
the ones there that had not been amended. 

Mr. Rains. Thank you. 

The next witness is from Panorama Homes. 


STATEMENT OF JAMES CARLSON, MOONACHIE, N. J. 


Mr. Cartson. I am representing the residents of Panorama City. 
There are approximately 194 homes there. 

On November 29 we wrote to Gen. Carl Gray in Washington; 
69 veterans signed a petition requesting an investigation of the homes 
in Panorama City. We listed nine complaints at that time, but for 
the purpose of this investigation I will dwell on the two main ones. 
Our main complaints are faulty septic tanks and water in the cellar. 

These homes in Panorama City were started in May of 1950. On 
June 20, 1950, I have a copy here of a field inspection report from the 
State department of health which I would like to read in part. It 
says: 

Within the Borough of Moonachie where the natural ground surface has an 
elevation of +3.5, while the normal high tide in the river elevation, +4.0 based 
on United States Coast and Geodetic Survey data. The records indicate that the 
maximum high tide of the Hackensack River occurred in 1940 and reached an 
elevation of +6.0 
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The last part of this says: 

Where these conditions prevail— 
they show other conditions in the borough— 
the design and construction of individual small sewage treatment units present 
a difficult job. Some such systems may give a satisfactory service for a con- 
siderable period of time, while others may prove troublesome after a relatively 
short period. This is also indicated by the troublé experienced with individual 
sewage-disposal systems in the area at the present time. Such systems cannot 
be considered a good substitute fer a municipal sewage-disposal system or as 
satisfactory. ‘ 

This is signed by E. M. App, senior engineer, sanitary; J. W. Zelley, 
senior engineer, sanitary, and L. M. Friedrich, district engineer. 

On the basis of this report, the sewage-disposal system such as we 
have, the septic-tank system, did not seem adequate within the bor- 
ough. Regardless of that, the borough had their own engineers, Can 
ger & Bailey, and the builder had his engineers approve a septic-tank 
system which they said was adequate according to the State regula- 
tions. [havea copy of that system here. 

According to this report there is an affidavit here sued by the 
board of health on the sewage-disposal systems. 

Mr. Rains. Who is that from? Is it from the city or the town / 

Mr. Cartson. This is from the town, and also there is a copy of a 
Federal Housing Administration sewage-disposal system report here, 
report of investigation. 

Mr. Rains. Were they built in accordance with those specifications 
and agreements / 

Mr. Caruson. All we can go by is this piece of paper that they were. 
They supposedly made the investigation, 

Mr. Rains. That is the borough engineer, did you say ? 

Mr. Cartson. The borough engineer made one inspection. An- 
other one was made by the president of the board of health. 

Mr. Apponizio. Didn't you say that they were more than adequate ? 
Did I understand you to say that? 

Mr. Cartson. That is the statement we were given. that they were 
more than adequate. I wanted to bring out about ‘iis that the date 
of inspection by the FHA is October 31, 1950, by Johnny Blauvelt, 
comphant inspector. Yet percolation tests were made 2 days later, on 
November 2, 1950. In other words, the FHA approved these things 
before the percolation tests were made. That is only one instance. 

As far as we can see, there was no performance bond ever gotten up 
by the builder. He was not required to have any performance bond. 

Mr. Rarns. That is general. 

Mr. Carison. Well, that may be. 

Mr. Rains. It is not good, but it is general. 

Mr. Caruson. We had since then a lot of difficulty with septic tanks 
backing up. They come up on to the ground, the evidence comes on 
up to ground: it smells. It is bad for the children to play in. It 
gets into the drainage water, flows into the cellars; and the cellars, 
incidentally, have 5 and 6 inches of water and sometimes put oe the 
burner in the furnace. This water goes into the cellar, as I said, and 
it is contaminated. We made 83 dye tests on April 28, 1951. The 
local board of health made dye tests and, out of 83, 57 were proved 
positive, so that this water in the cellar is definitely contaminated. 

Mr. Apponizto. Has there been any illness because of it ? 
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Mr. Carson. Well, we can’t pin it down to that specifically, but we 
have had sicknesses in the area. I couldn’t say whether it is because 
of that. 

Mr. Rains. It is a dangerous situation. 

Mr. Cartson. We tried to get along with the builder and the VA, 
and we have gotten a lot of promises. We have quite a bit of corres- 
pondence here. Along those lines, we had a guaranty, so to speak, 
from a Mr. Dowling, of Edstan Builders, who is the president. He 
says that he hereby guarantees the disposal system for a period of 
1 year; that it would not create a public-health problem or violate 
anv law relating to polution. The thing is definitely a public-health 
nuisance. We have gone to the VA. We have had a meeting just 
this Saturday morning with the veterans’ inspector, a Mr. Carlsen, 
that the Veterans’ Administration sent around. He is a private busi- 
nessman, but he is in the building trade, and they appointed him. We 
had a meeting with him and Mr. Dowling, the president. 

We were told at that meeting that the only solution to our problem 
on septic tanks was a sanitary sewer, which the town is in the process 
of getting. 

The point is that we paid for these septic tanks as part of our 
home and property. Now we are faced with paying $12 a front foot 
for sewers to go in. We are not going to be reimbursed in any way 
for the septic tanks. At the same time we have the same problem of 
the water in the cellars. They pump it out on to the surface of the 
ground. It becomes mixed with septic-tank overflow and is back 
in the cellars again. There is nothing being done on that. 

The inspector ::id that they expected to have the problem cleared 
up by May 15. A while back they had a promise it would be cleared 
up in ten days. The second promise was made it would be cleared 
up in 30 days. Now it has been extended to May 15. They are 
looking for some kind of compound, they said, to put into these base- 
ments, to make them water tight and so forth. 

Mr. Rarns. What your trouble is, of course, is typical. We have 
had hundreds of statements like that, exactly. Your trouble is a 
lack of preengineering on the site before it went in, so far as the com- 
mittee sees it, failure of adequate inspection. If you have the state- 
ments there, we have run now to eight minutes: I would appreciate it 
if you would file them for the record. We are going to have to move 
along. 

Mr. Cartson. Thank you. 

Mr. Rarns. The next witness is from Midland Park Estates. 


STATEMENT OF MARGUERITE MILLER, MIDLAND PARK ESTATES 


Mr. Rains. What place do you represent ? 

Mrs. Miter. We represent Midland Park Estates. 

Mr. Ratns. Where are they located ? 

Mrs. Mitier. North of Ridgewood. 

Mr. Rains. You may proceed. 

Mrs. Mixer. This was built by the Midland Park Estates, Inc. 
The president of the association that built this is Mayor Gehring of 
Paramus. We conducted a survey among the residents of 183 homes 
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this past June and July. If I can just list the complaints that we had 
then—there are now 216 homes. At that time there were 183 occupied. 

Mr. Rarns. Are these all VA loans? 

Mrs. Mituer. Well, with the exception of maybe two or three that 
are FHA. The disposal units, we had 43 complaints; fill, 84; storm 
drainage, 65; grading and dead trees, 59; landscaping, 65; heating, 47; 
electric val, 29; carpentry interior, 117; carpentry exterior, 97; masonry, 
61; plumbing, 37; painting, 69; tiling on the floors in the houses that 
were Without cellars and the bathroom, 108: washing machine, 45; 
financial misrepresentations, 27. 

Mr. Rarns. What do you mean by that? 

Mrs. Miuier. People claim that their houses were definitely finan 
cially misrepresented when they were sold by the real-estate people. 
Wet cellars, nine. What the veterans down here would like to know 
is why they were allowed to close titles on these homes when many of 
the afore-mentioned complaints were self-evident when the VA was 
supposed to have inspected these houses# Most of those homes, from 
that list of complaints—you can see that there are very few homes that 
were in order and all of those complaints were very evident. 

In the first section, the lawyers and builders were allowed to close 
the mortgage on some of the houses and the people were asked to move 
in before even the wall yaper was up. I don’t see how any house can be 
inspected with no wallpaper, no front stoops, no electricity. 

Mr. Rains. Was there any escrow agreement on money held out ? 

Mrs. Mituer. Yes, there was money held out. There was money held 
out on my own home, $600. I never signed it over. I never had an 
inspector come to the house to find out if we were satisfied. 

Mr. Wipnatt. What was the money held out for? 

Mrs. Miuter. Because we were on an unpaved street. We have no 
grading and all of the repairs that had to be done to the house. 

Mr. Rains. Do you have to pay—— 

Mrs. Mitier. We did move in in December. The street was paved 
the following spring. We had our grading done some time in the early 
part of the spring. It is what they call grading. There is one thing 
| would love to know and I have tried to find out. That is what the 
house specifications call for out in this development or any develop- 
ment in New Jersey. I can tell you that one of the specifications is 
three coats of lead oi] paint. Mr. Von Drehl from the North Jersey 
Home Builder’s Association was in my house Saturday morning and 
Mr. Cole from the VA, and they both agreed that I had the blackest 
house in the development. My house turned black 3 months after we 
moved in. 

Iasked Mr. Cole if he would recommend to the builder, Mayor Geh- 
ring, who was sitting right there, whether he would have our house 
painted. Mr. Cole told me the house certainly needed a coat of paint 
and he would try to see what Mr. Gehring would do for us, but if he 
recommended our house being painted, he was afraid that maybe the 
other 216 people in the development would want their house painted. 

My idea of the VA is that if they feel that my house has need of a 
coat of paint, they should tell the builder to paint the house. 

Mr. Rarns. Wouldn’t it be better to say that it didn’t measure up 
to specifications and they gave you faulty inspection, that you think 
it ought to be corrected ? 
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Mrs. Mituer. I think it should be corrected; yes. I have written 
several letters to the VA in Newark. I had a letter—I got tired of 
writing to the VA in Newark, I might add. I wrote to the VA in 
Washington. I had a letter on January 10 from Mr. Hickey. His 
letter says: 

We have had some correspondence with regard to construction deficiencies in 
houses constructed jn Midland Park, N. J. Our Newark office has been giving 
attention to the alleged deficiencies in construction in the homes in this area, but 
according to your letter, there has not been a great deal of progress made insofar 
as your particular property is concerned. 

I had another letter from Mr. Hickey on the 10th of January. It 
said : 

On December 14, the loan-guaranty officer of Newark advised him that on De- 
cember 8 a representative from his office visited the development and found 
the complaints on asbestos floor and metal wainecoting had been taken care of. 

[ just read the list of complaints. I have been asking since 
October about a paint job. They write back and say that the asbestos 
floor tile and metal wainscoting has been taken care of. The builder 
had two maintenance men servicing justifiable complaints and that 
rough grading of the back yards, to the rear of the property lines, 
would be completed as soon as the weather permitted. 

I don’t feel that the VA has sent out inspectors or has shown any 
consideration at all. When we can keep on writing letters and get that 
type of an answer, with all the complaints we have had, there is some- 
thing wrong. We have aiso had letters from the VA, from the Newark 
office, that were sent to my husband, as he was listed as the president 
of the Veterans’ committee. We have no idea where the Veterans’ 
Administration got such an idea that he was president of a veteran’s 
committee. We do have a civie association out there, which he is 
president of and that civic association covers the town. 

The VA in Newark wrote us a letter and said: 

Since you are listed as presidenteof the Veterans’ committee in this develop- 
ment, we enclose a letter from the above-mentioned veteran in which he recites 
several complaints about his property. Mr. Cousie’s letter is self-explanatory, 
and it is suggested that you speak to him about his complaints since your com- 
mittee is planning to meet with the builder for the purpose of arriving at a 
satisfactory solution to all the complaints in this development. 

Why should the VA—this is not the first one—we received several 
after this. The VA never came out and met us. Why should they ask 
us to check into these personal complaints of these veterans ¢ 

Mr. Rarns. Apparently they got some misinformation that he was 
the president of it. 

Mrs. Mintier. The inspector got the misinformation from the build- 
er. It was the builder who went to the VA and told the VA that he 
was president of the veterans’ committee. I have tried to set them 
straight back in December on this same matter. that we were not con- 
nected with any veterans’ committee and we did not have a veterans’ 
committee. But these personal letters, by people who had complaints 
about their homes, were sent to the VA, which I believe should have 
been held in confidence with the VA. The VA turned around and 
mailed these letters to us. : 

Mr. Rarns. One of the complaints T am hearing today is that the 
VA holds too much in confidence. 

Mrs. Miniter. I mean the confidence of the home owner and the 
VA. It should not be sent to us to check these complaints. 
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Mr. Rains. That can happen any time, a mistake. I am not say- 
ing how it happened. I don’t know. You can get that wrong in- 
formation. Those of us who write hundreds of Tetters a day have 
very frequently addressed one to some lady who is not married as 
Mrs. and get a very complimentary letter back and vice versa, we get 
it the other way. You can make mistakes like that. Have you had 
a meeting with the builder ¢ 

Mrs. Mruter. We had a meeting Saturday morning with Mr. Cole 
from the VA and Mr. Von Drehle was there. He was under the im 
pression that it was a committee meeting, but as far as I can see, there 
was none set up. 

There is one other serious complaint that we have on the closing 
of the houses. I have two statements here, when two different houses 
were closed. One of them says that a survey of the land was con- 
ducted, which was $25. Mr. Cogbill went down to Rothman and 
Irving, the lawyers, and said he couldn’t find his four points where 
the land was surveyed and refused to pay it. They immediately took 
the $25 off his bill and gave him a credit. 

The man next door had the same trouble, but he didn’t look for his 
points. He paid the $25. He has no points. 

Mr. Rarns. Of course, we can’t solve that. 

Mrs. Mitier. Well, the FHA and the VA are the ones that are in 
charge and I should think they would see what the home owner is 
getting in his final closing papers. 

Mr. Rarns. You realize that the one who loaned the money, who- 
ever it is, if he loaned money on such a lot, is the one that is holding 
the bag. In the final analysis, title to it, 1 am quite sure, was deter- 
mined some place, because if it were not, I can’t see how the lender 
would ever O. K. any kind of money to be loaned on any kind of a 
place unless there was a title or a guaranty of title of some kind that 
it was located on such-and-such a point. 

Mr. Wipnatt. I believe what she is getting at is what was testified 
before down in Washington, that all the closin 1g papers are checked 
by the VA or FHA officials to see that the proper charges are made 
at the closing. She wonders how, in the same delevopment, there 
could be that discrepancy in charges, so that one person is charged 
$25 for an item and the other person is not. 

Mr. Rarns. Well, I can’t understand that. Maybe I am just thick- 
skulled, but I fail to see just how that has anything to do with how 
one man got his money back because he couldn’t locate them and the 
other man got it paid. I don’t understand that. 

Mrs. Miniter. One man has paid for them. He has not had his 
place surveyed. If we conduct a survey—— 

Mr. Rarns. Do each of them say they had a survey ? 

Mrs. Minter. That is right. These are two sheets of paper. One 
is crossed off and one is left on and they live next door to each other. 
Neither one of them has points to show. 

Mr. Rarns. I don’t understand that because I think that is part of 
the title, instead of part of the actual survey. 

Mrs. Mintter. The VA and the FHA loaned the money. They 
should check the papers of the title. 

Mr. Ratns. I am quite sure they do. They guarantee the payment. 
The bank or the lending institutions are the ones that check the title 
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through their lawyer. We would be glad to have that referred to 
the committee and check into it and see what is the fact. 

Mrs. Mitier. Mrs. Crane, who is here with me, has been in the home 
since 1950. We have a septic-tank trouble there, the same as most 
other sections. I think she can tell you a little bit about it. 

Mr. Rarns. Will you give us a brief statement ? 


STATEMENT OF MRS. CRANE, MIDLAND PARK, N. J. 


Mrs. Crane. In our troubles we applied first to the VA for some 
assistance. I spoke to Mr. Neier of 1000 Main Street, Hackensack, 
who had been appointed to help us by Mr. George Nelson, Newark 
office. Mr. Neier felt that the VA had nothing whatsoever to do with 
our septic-tank problems. 

Mr. Rains. Who is he? 

Mrs. Crane. He was at that time a paid inspector. I believe he is 
an appraiser. He is a real-estate appraiser on his own, a real-estate 
man. 

Mr. Rains. A fee inspector or appraiser? 

Mrs. Crane. That is right. He felt, and was of the opinion, that 
the VA had nothing whatsoever to do with our septic-tank problem. 

As a result of this brushing aside by the VA, we immediately took 
the complaint to the State bo: ard of health. I wrote to the Governor’s 
office in Trenton that raw sewage was spreading all over our back 
yards, was backing up into our bathtubs. It was running loose in our 
cellars, which was positively proven by tests taken by ‘the board of 
health. 

Asa result of these investigations by the local board of health, they 
discovered that there was a definite laxity and there must be some- 
thing done about it. They appointed a Mr. Budsey as sanitarian. 
Mr. Budsey was employed to come and investigate. Mr. Budsey never 
came. 

Mr. Ratns. Who is Mr. Budsey ? 

Mrs. Crane. He was a sanitary engineer. 

Mr. Ratns. Working for whom? 

Mrs. Crane. Employed by the town. I realize that today there has 
been a great deal of pushing aside of municipal responsibility in the 
problem as having nothing to do with the VA. I don’t feel that 
way because the VA goes to each town and its municipality. There- 
fore, we feel that the committee should bring into the open that 
actually the VA has no specific ations but. relies upon the town’s 
specifications and the town’s building codes, which was told to me by 
a VA inspector. 

As a result of Mr. Budsey’s inability to help us, we had another in- 
spector appointed, Mr. Frederick Gouch, who was also the sani- 
tarian for Ridgewood. In all our troubles, we called our bank, the 
one that holds our mortgage. By all rights, we are the bank’s cus- 
tomer. The VA places our loan—the builder places our loan in their 
hands, with the approval of the VA. TIT spoke to Mr. Gerald Blond, 
who is vice president of the Banker’s Federal Savings and Loan As- 
sociation, asking him what to do. He told me that they did not care 
what we did, but they were not the least bit concerned with our 
problem; that if we withheld any payments, immediate foreclosure 
procee dings would be commenced. 
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There was nothing that they cared about as far as the problem 
went because the Government had guaranteed our loan. Therefore, 
they did not care, as I said before. 

Mr. Rains. I think that is the attitude on the part of a great many 
lenders. I appreciate you bringing it out forcibly. I think that 
many of them don’t care, just so long as they get their money. 

Mrs. Crane. Asa result of all this, we had many town-council meet- 
ings and we had meetings with the State board of health, with Mr. 
Morrell, Mr. Newell. The conclusion was that nothing would help us 
but sewers, nothing would permanently help us. The town insisted 
upon their own engineers, Faleigh & Schwaneid, that they make an 
inspection and they appropriated $450 for this purpose. Still, the VA 
showed no interest in our problem. They also found that our only 
solution was sewers. Unfortunately, the problem was pushed around 
and hemmed and hawed about and the town came out with the ridicu- 
lous figures of $250,000 which would assess each home owner $12 a 
month. That would be utterly ridiculous for any home owner to have 
to pay in our development. The sewer issue was pushed aside with 
the result that Mr. Shapiro placed a bond with the town for $10,000, 
with which $10,000 he was going to rectify certain conditions listed 
with the board of health. There were only 20 houses listed with the 
board of health. 

Now the board of health has issued the statement that no further 
help will be given by the builder or by the town. The VA still does 
not seem the least bit interested in this problem. It is now our re- 
sponsibility. When we have approached them on it, it is just hush- 
hushed and we have been told that it is none of their affair. 

As far as the cellar situation goes, that, too, has been more or less 
pushed around by the VA for many, many months. We are in there 
since June of 1950 and since that month—June of 1950—there has 
been water existing in six houses on the bottom of Spruce Street. 
There was an attempt made to waterproof them. Katite was used 
and a guaranty was given by the Harold Valentine Co. Mr. Valentine 
came and looked at the cellars. The floors were cracking, but he said 
he could do a good job. There is 3 to 4 inches and + ometimes 5 inches 
of water in all of the cellars. On Saturday, Mr. Cole, from the VA, 
came to the house, examined the premises and agreed something had 
to be done, but he did not know what. When asked if a sump pump 
would work, he said definitely not. He was ready to turn it down be- 
fore he had even heard the situation and the way it was to be taken 
care off. 

It was to be pumped out of the cellar and into the storm drain at 
the permission of the town council. Mr. Cole said that he would 
present his report to Mr. Chester Brown, with whom I have been in 
contact before. I don’t know what his report was. However, we have 
heard nothing as to whether we are going to get pumps or not. We 
still have a wet cellar, for which we paid an additional amount of 
money. We could have bought a house without a basement. I am not 
the only one in this condition. My neighbors are all in the same way. 

He wasn’t interested in seeing my neighbors. He had an appoint- 
ment with one of the other neighbors but did not bother to keep it. 
That is my statement insofar as the sewer condition goes. 
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I certainly hope, if nothing can be done for us, that the veterans 
in the future who buy homes and consider themselves protected be- 
cause they are buying VA homes, that they will do a better job than 
we did and don’t make the foolish mistakes that we did. 

Mr. Rains. You are a very eloquent young lady. Thank you very 
much, both of you. 

The next witness, is from Mountain View Estates. 


STATEMENT OF DONALD FLASTER, CLIFTON, N. J. 


Mr. Fiasrer. We live in a development with 70 homes that sold for 
$15,000 apiece. At the time that we purchased the homes, the an 
nounced down payment was 5 percent and we were assured that the 
loans were covered and guaranteed, and on that basis we went ahead 
and made this down payment. 

Five months later, when the homes were ready, the houses were 
decorated, and we were just about ready to move in and close title, 
and they told us they were unable to get the necessary mortgage 
money because of the financial mortgage market today being tight. 
We would have to put up a $2,000 down payment, in my own case, 
and some cases it was $1,800, and in the case of every veteran in the 
organization it was more money than the original contract. In addi- 
tion, we would have to pay the mortgage company a 1-percent place- 
ment fee, which in my case ran to $132. 

We were originally told that our closing fees—and this is verbal 
would be about $300. They came to $600, so instead of $1,100 down, 
we put into our houses approximately $2,600. I have a folder here 
that the builder put out. 

Mr. Rarns. Was the builder Krugman & De Petro? 

Mr. Fiasrer. No; they are the real-estate agents. 

Mr. Rains. Who was the builder ? 

Mr. Fiasrer. Mountain View Estates, a corporation. I believe Mr. 
Fred Corsi is the president, although his father is the man who is 
actually the controller, although he has no title at all. 

Mr. Rains. Who was the lending institution / 

Mr. Fiasrer. In my case it was J. Kislack Corp., and I believe the 
Fidelity Union. They are the management and I pay my payments 
to them, but I believe the Fidelity Union Trust Co. in Newark fur- 
nished the money. 

Mr. Rains. How much are your payments per month 4 

Mr. Frasrer. $94.50. If you will notice, it says S89 based on a 30- 
vear mortgage and ours is 25. 

Mr. Rains. Who is the lawyer that handled the account ¢ 

Mr. Fuastrer. My counsel was Mr. Robert Kromnam, and he advised 
me that, as far as the 1 percent, it was legal and if I wanted the house, 
io go ahead and buy it. 

Mr. Ratns. Who was the closing counsel 

Mr. Fuasrer. Pachella & Chary. Is there any rule or why can’t 
there be a rule that before a builder can offer a home for sale, he must 
have a firm commitment that he is going to be able to get that money ¢ 

Mr. Rains. I don’t know whether you could have that or not. 

Mr. Fuasrer. I will say this. They used as their excuse, and there 
were over 40 veterans involved in this—that your credit report. did 
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not measure up to standard. My own income happens to be in con- 
siderable excess of my carrying charge, which I believe is their 
formula for determining it. I believe your weekly salary is supposed 
to equal your monthly payment. 

Mr. Ratns. We will check into that. It sounds like a rather heavy 
down payment to me. We will find out what the deal is and about the 
charges. 

Mr. Fiasrer. Incidentally, it was under the old regulation X which 
permitted them 5 percent. The whole crux of the matter was that 
they couldn’t get the bank to put up the money. 

Mr. Rains. When did you close it 

Mr. Friasrer. We closed it approximately November 10. 

Mr. Rains. Of last year? 

Mr. Fuasrer. 1951. 

Mr. Rains. That is all right. 

Mr. Wipnauy. These are all VA loans? 

Mr. Friastrer. Yes, sir. 

Mr. Rains. This is a little different problem, but we will check into 
that. 

Mr. Frasrer. In my case [ was able to borrow the money in the 
family and do it. 

Mr. Rarns. The next witness is Mr. Robert Morse. 


STATEMENT OF ROBERT MORSE, CLIFTON, N. J. 


Mr. Morse. This is the second portion of the same complaint, repre- 
senting the veterans and also the nonveterans of the same community, 
Mountain View Estates. Most of what I have to say was covered by 
the American Legion representative, Mr. Schneider, quite conclusively, 
this morning and by other subsequent complainers that followed him 
up until this point, which will inelude the gripe against the builders 
for them using the minimum requirements or below the minimum 
requirements as the plans and specifications called for in building 
the homes. 

Mr. Rains. I think we can only be concerned when they went below 
the minimum requirements. 

Mr. Morse. I will not go into this in detail. I don’t choose to. but I 
will just go over this briefly. I would like to submit a letter, in the 
form of a petition signed by all the veterans involved and others 
involved in the same organization at a future date. We will compose 
this letter tonight and mail it to the proper authorities. 

Mr. Ratns. We will be glad for you to do that. 

Mr. Morse. There are various types of complaints which were very 
typical of what previously was discussed. I will go into each one 
sunply by making mention of them. 

Water conditions in the cellar. 

Water conditions and grading conditions about the house. 

Cracked walls, cracked basement floors. 

Windows not fitting properly. 

Doors warped, not fitting properly. 

Openings between the cellar and the house, between the walls and 
the floors in the house. 

Driveways flooded and cracked. 

Improper painting about the house and in the house. 
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There are many other smaller details which I won’t go into. I 
would like to make note about a particular thing that is in existence 
which I cannot understand, and it is incomprehensible as far as I am 
concerned. When purchasing a home—I never owned a home be- 
fore—I thought I should look into the matter and find out what I am 
buying. In signing the contract and putting down a deposit in Janu- 
ary of 1951, I asked, “What is the home supposed to be like. I have 
no idea because there were no plans or specifications in the contract 
that we signed.” He therefore said that all the plans and specifica- 
tions are ftled with the VA and they will live up to those plans and 
specifications. I put that information down on the contract that we 
signed, and we have a copy of that. I went to the VA in Newark. 1] 
wrote down the pertinent information—I am not too familiar with 
building materials and such. I simply wrote down anything I could. 
That was before signing the contract. 

Then I signed the contract and the home was being built. From 
time to time I visited the home as it was being built and I noticed 
that the home was not being built according to specifications. I went 
back to the VA and checked again, to make sure to see if I was right, 
simply to confirm my original investigation there. I found that the 
plans and specifications were as I originally saw them. 

The home was then completed, still with many of the findings in 
the home—they have not been changed. That is, the specific specifi 
cations called for definite things which were not in the home. I went 
back to the VA after the home was built, only to discover that the 
plans and specifications were changed simply by crossing out the 
information that was there before and inserting what the homes had 
at that time. 

What happened here was that the plans and specifications were 
changed to agree with whatever the construction had at that time. I 
think it was meant to be the other way around. 

Take, for example, the insulation insofar as the ceiling and the 
walls are concerned. The plans and specifications called for 4 inches 
in the ceiling and 2 inches in the walls. We only got—that is 
in my house—only 1 inch in the walls and 2 inches in the ceiling. 
The water heater was specifically stated to be a 30-gallon water heater. 
We have a washing machine which consumes 50 gallons of water. 
Therefore we were interested in that specifically, only to discover that 
we received a 20-gallon water heater which is not enough hot water 
for a family like we have. 

Mr. Rains. We will take a short recess to give the reporter a chance 
to rest. 

( Recess taken.) 

Mr. Rains. The committee will please be in order. Will you pro- 
ceed, Mr. Morse / 

Mr. Morse. Summarizing the situation briefly, much correspondence 
has been transpiring since we found these discrepancies, and no action 
has been taken whatsoever. We did get many confirmations from the 
VA and from other Federal and civie sources, and no action has been 
taken whatsoever. All we did get, though, were direct promises from 
the builder. Louis Corsi & Sons. Also, we have signed notes from 
Lonis Corsi & Sons promising to rectify whatever discrepancy there 
was within 10 days. Those 10 days are 3 months past due. Therefore, 
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we appeal to this committee to look into the matter and see what can 
be done. ; 

Mr. Rains. We will do that for vou. Thank you verv much. 

I inadvertently overlooked someone a while ago. Who represents 
New Milford Gardens? 


STATEMENT OF DONALD F. DE BLOIS, OFFICER OF NEW MILFORD 
KNOLLS ASSOCIATION 


Mr. DeBxors. I am an officer of the New Milford Knolls Associa- 
tion which is a group of home owners in a development built by 
Joseph V’Olonga in Paramus. There are some 140 homes involved. 
The situations are exactly the same as the situations you have heard 
here testified by several developments throughout the country. 

Mr. Rains. Was yours represented by Mr. Schneider / 

Mr. DeBuors Yes. The only purpose 1 am speaking now is to 
introduce the gentleman from another development built by the 
V’Olonga Corp. and to show conclusively that VA and FHA inspec- 
tors, with knowledge of poor building and violations, will continue 
to approve the same situation in another development built by the 
same builder. We are fortunate enough to have a copy of the speci- 
fications filed by the builder with the FHA. There is a specific vio- 
lation in the specifications. For instance, it calls for 1 by 6 roofings. 
Our houses are three-sixteenths plywood which are warping and 
leaking. 

The specification also calls for a steam heating system. The last 44 
homes of our particular development have hot water systems, in 
theory a better system, but in practice the system is faulty and does 
not provide adequate heat. 

Mr. Rains. That was reported. 

Mr. DeBrots. That is in there. 

Mr. Rarns. Let us not go over that again. 

Mr. DeBuots. These situations were brought to light before the 
FHA and the VA last winter. They were aware of the fact that this 
particular builder was practicing this sort of thing. His heating sys- 
tems which he was installing were-not producing adequate heat. Yet 
they proceeded to approve exactly the same heating system in some 
two or three hundred other homes in another section of the town. 

Mr. Apponizio. Where ? 

Mr. DeBiors. New Milford, N. J. 

Mr. Rains. Is that the gentleman representing that place? 

Mr. DrBvots. Yes, sir. 

Mr. Rains. Let him speak. 


STATEMENT OF EDWARD VIOLA, NEW MILFORD GARDENS 
DEVELOPMENT 


Mr. Viota. Iam here representing approximately 30 residents, both 
veteran and nonveteran, of the New Milford Gardens development. 
We primarily have the same problems as the people from the Knolls. 

Mr. Rains. Have youa file for us ? 

Mr. Viora. Well, I have already presented the file through Mr. 
Schneider and individual letters testifying to seepage in our base 
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ments and inadequate heating systems, saggings rooms and other 
minor discrepancies. We have a heating engineer who testifies that 
we have a 16,550 B. t. u. deficiency in all our homes. 

Mr. Rains. What you are really giving us is not additional, except 
that you are telling us that the same man who built the faulty ones 
built yours ¢ 

Mr. Vioua. That is correct. In addition, looking at this for the 
future and to prevent a recurrence to any other home owners, [ would 
like to advise that Mr. Joseph V’Olonga is a daily visitor to five new 
homes now being built just above us called Iris Homes. We, there- 
fore, assume he has some connection with these homes. 

The man who had signed our contracts for Warranty Homes as its 
secretary, Morton Newfield, is presently the salesman for these new 
homes which are as yet unsold. It is evident that this is the same 
group of individuals building these homes under a different corporate 
set-up. We implore whatever agency has the power to do so, step in 
and avoid a recurrence of the headaches in these still unsold homes. 

Mr. Rains. When we collect this information which we have and 
before a final report, we have been listening to the complaints and we 
are going to want to have before our committee such builders as you 
have told us about, to see what they have to say. I want you to know 
that before we finally complete this investigation, we will give them an 
opportunity to tell us what it is about. 

Mr. Viota. Wonderful. 

Mr. Rains. We appreciate your coming and we are going to look 
into it for you, 

The next witness is Mr. Frank Fieberg. 


STATEMENT OF FRANK FIEBERG, NEW MILFORD, N. J. 


Mr. Freserc. I am on that Heating Committee. I just would like 
to take a few minutes to delve into the character of Mr. Joseph 
V Olonga. 

Mr. Rains. He isa private builder. 

Mr. Firserc. The thing is this: We went about this thing in a nice 
way, asking him to meet. We did meet. He said his partners and 
so forth and so on were sunning themselves in Florida and would be 
back by February 5. At the latest, he would meet with us and discuss 
it February 10. As you know, February 10 has passed. 

As in the past, he has just ignored it. One of the other members on 
the Heating Committee got in touch with him on the 5th, as he 
requested. He left his phone number and of course we never heard 
from him, showing the character of the man we are dealing with. 
That is about all I have to say. 

Mr. Rains. Is he the same one who built all three of these develop- 
ments { 

Mr. Freperc. Yes. 

Mr. Rarns. Is he still building on some of them ¢ 

Mr. Fresera. He is still allegedly building in the town. 

Mr. Viota. One of the boys in our development, who is a sign 
painter, had a sign made up for the new homes that he is building 
and was paid by check, and it was by one of the officers of the corpora- 
tion who had built Warranty Homes and is now building Iris Homes. 
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Mr. Rarns. We will check into that and look into your file. Thank 
you very much. 
The next witness is from Lyndhurst Gardens. 


STATEMENT OF ALBERT MELOK, LYNDHURST, N. J. 


Mr. Mevox. Mr. Chairman and gentlemen, my main theory on this 
is that the VA is very lax in its operations and I have a statement to 
prove it. We first of all represent the Lyndhurst Gardens Associa- 
tion, Which is an organization composed of 140 home owners whom we 
represent. 

Mr. Rains. Is it VA? 

Mr. Mevox. In fact, three-quarters of it is VA. One of our home 
owners there took the liberty to write to Senator Smith and voice her 
complaints. She received a letter that they had contacted the VA. 
The letter here has Mr. O’Hern’s name on it. 

Mr. O’Hern states that in the complaint that she sent to him, that 
if has been verified and the case is closed. 

The case was never closed. 

Mr. Rains. Let me see that letter. 

Mr. Mexvox. It was never verified by the Veterans’ Administration 
that the necessary work had been done. 

Mr. Doturcer. The things you complained of are still in existence ? 

Mr. Meow. Yes; they have water in the cellar. The hot-water 
heater doesn’t work. There are two and a half inches of space be- 
tween the gutter and the roof flooring boards. 

Mr. Rains. In other words, what you are saying is that the builder 
sent in a report that he has completed all the necessary corrective ac- 
tion, and it had not been done, is that right ¢ 

Mr. Mevox. The way I would word it would be this: In other words, 
when a complaint is given in, the VA in turn contacted the builder. 
The builder was asked whether he did this work. Naturally, the 
builder said, “Yes; I done this work.” He may have done one minor 
item and forgot the rest and the VA takes his word for it, instead of 
sending a representative down to see that it was verified and corrected, 

Mr. O’Hern notified Senator Smith that it had been taken care of. 

Mr. Rats. He said the builder advised him ? 

Mr. Mevox. Actually, unless he had investigated it himself, how 
can he say that the builder advised him. It is up to his statf to in- 
vestigate these complaints before he can make a statement such as that. 

Mr. Rains. Of course, that is one of the hamstrings of the VA. I 
doubt if they have enough compliance inspectors to check into it. 

Mr. Meiox. Since we are on the VA, originally there were 20 homes 
practically built there and 16 complaints were taken up. The Amer- 
ican Legion presented them and submitted them to the VA. In turn, 
the VA held up the closing of any further homes until these complaints 
were supposed to be rectified. It comes down to this: they did the job 
on three houses. Thirteen of the original complaints were never fixed. 
The VA released the money. 

Mr. Ratns. That is the escrow ? 

Mr. Mevox. Yes. On October 26th, there were fifty new complaints, 
new people moving in all the time, that were filed. The VA sent down 
a free compliance ‘order inspector known as Mr. Reeves. He was sup- 
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posed to—which he did in some cases—see that the complaints were 
justifiable and and make his report to the VA, which he did. That was 
the end of Mr. Reeves. 

We contacted the VA. I personally spoke to Mr. Tait. I said, 
“What happened to these complaints that the fee compliance in 
spector Mr. Reeves had seen and were supposed to be taken care of /” 
He said, “Well, to my knowledge, they are taken care of.” I said, “I 
object on that point. T have now with me a file with 94 complaints and 
they were never taken care of. Do you take the builder’s word over 
our word? If you don’t investigate, you will never find out the facts.” 
They must be very lax. 

To get back to the development as a whole, the development is on 
what everybody knows—— 

Mr. Rains. Have you got anything in the record 4 

Mr. Meron. We have all that in the record. 

Mr. Rains. Don’t go over that. We can check the record on that. 

Mr. Merox. The development itself is built on what is known as a 
duck lake. ‘There are springs constantly running down the land. 
The result is that I am now there 6 months and it is impossible to 
walk in my back yard. Secondly—-— 

Mr. Doturncer. Because there are so many ducks in the back ? 

Mr. Merox. Ducks my neck. You go knee deep. Secondly, there 
are no two people that own the identical home who paid the same clos- 
ing fees. It may be a coincidence that the attorney that we were 
forced to hire—we could not bring in our own legal counsel unless we 
paid double the fee, which I think is a VA violation. 

Mr. Rarns. I don’t think it is. 

Mr. Metox. Anyway, the attorney just happens to be closely related 
to the mayor of the town. Third, I have an oil-burner unit. 

Mr. Rains. Let me get one thing straight so that you don’t get off 
wrong. You can always have your own attorney. 

Mr. Merox. Well, if we paid an extra fee. That is the only way, 
und we were not in a position to pay a double fee. The closing fees 
for the identical homes differ. There is no two houses of the same 
caliber and the same construction that the people that bought them 
paid the same prices. 

Mr. Rarns. I don’t know about that, but don’t get out of line in 
your thinking. The Government does not guarantee that you .will 
have a lawyer to close. You can, if you want to pay for him, always. 

Mr. Merox. Actually, we were paying for this attorney. 

Mr. Rarns. You are paying part of the closing of the loan. That 
is charged up. Whether it is an insurance company or anybody else, 
they charge that on the closing to anybody that gets it. 

Mr. Metox. I have a heating unit which is supposed to be guaran- 
teed for 1 year. 

Mr. Rarns. Is all this in the record? Did you get that in the record 
through Mr. Schneider this morning? 

Mr. Metox. We have some records of 94 different families. 

Mr. Rains. I thought you were going to give us something different. 

Mr. Metox. My heating unit was not working for 3 weeks. I con- 
tacted the builder. I said T would like to have the heating unit func- 
tioning since the winter was coming on. After 3 weeks, he finally sent 
aman down. He repaired the unit. Two days later it was on the 
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‘bum again. I contacted him again. He said to me, “Well, the only 
| way that you are going to get service on that unit is for you to buy 


oil from Consumers Oil Co. ” which is his favorite oil company. 

I had to give up my own personal oil company to get service on that 
unit. 

Mr. Rats. Who did that? 

Mr. Merox. The builder, Mr. Gibbs. 

Mr. Rarns. Of course, we haven’t much control over private citi- 
zens. He isnot anemployee of the V.A, is he? 

Mr. Mevox. He is supposed to be a builder. 

Mr. Rains. He is just a plain builder. You don’t want to get 
confused. A builder is not hired by the VA. 

Mr. Mezox. | was not under that impression, sir. 

Mr. Rains. I think that is a bad practice, but I don’t see where that 
comes in on this. 

Mr. Mevox. What I have to say is this, when I say he is supposed to 
be a builder. He is a builder. Actually, he does very little of the 
work himself. He subcontracts everything out. Another thing the 
VA did is that they had a form prepared. When he subcontracted the 
floors in those homes, when they laid the rough flooring, they were 
supposed to put a tier of building paper and then the hardwood floors 
on top. Due to the fact that the subcontractor omitted to put the 
paper in—the VA knew about it and a form was prepared—in order 
for us to move in I had to sign my name to that form, omitting—in 
others words, acknowledging “the fact that there was no paper there 
and that I would not sue the builder or anyone else. 

Mr. Rars. Let the other gentleman talk. 


STATEMENT OF GEORGE P. FOX, LYNDHURST, N. J. 


Mr. Fox. I am representing these people in a general survey of the 
home development. I would like to bring this point out, that the 
condition of the land upon which these houses is constructed was 
generally known, prior to the construction, as being land that was inun- 
dated by springs. ‘That causes a situation which is even worse, per- 
haps, than some of these other people, because in addition to the 
normal rainfall and precipitation which we would have, our founda- 
tions are constantly breath ned by springs which break out and loosen 
the soil in and around the foundation. 

This was a very difficult thing for a person to determine. Naturally, 
we had people in this development for 1 year who have not any kind 
of water in their cellars. ‘Today they have a split foundation and they 
have had water pouring in to the height of 1 foot and better. I main- 
tain that the VA was at least aware of this thing, because they took 
water taps. They had water taps taken of which we were not aware. 
We never had a report on this. 

However, shortly thereafter, the VA notified the commissioner of 
Lyndhurst that they did not wish them to issue certificates of occu- 
pancy. These certificates of occupancy were held up and then sud- 
denly that whole position was reversed and presumably the certificates 
were issued, although we, as home owners, were not aware of that 
either. 

I would like to know this. What were the findings of the tap? 
Were they taken at different seasons of the year, or were they only 
taken during a dry spell? 
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In addition to that, if the certificates of occupancy were issued, what 
caused them to change that ? 

Mr. Rains. We will look into that for you. 

Mr. Fox. There was a pipeline that was constructed down through 
the back of this development. I must explain to you gentlemen that 
we are bordering on the Passaic River. ‘Therefore, in addition to al! 
this other water problem, we have been told by the board of commis- 
sioners and the builder that when the tide is high, our pipelines, our 
sewer lines, back up. The result is that the lower homes are inundated 
with water. The complete backyards are inundated. They put a 
pipeline in there. I want to make this clear, gentlemen. This was 
made and done by the town, by the commissioner of the town. Yet two 
of our people, having gone to the VA to protest an increase of $500 in 
the cost of the home, were told by Mr. Norton of the VA that the reason 
why that price increase was put on there was because the builder had 
installed this pipeline. 

Certainly, if nothing else, it certain]~ does indicate that the VA 
is naive. 

Mr. Ratns. Of course, the city put it in? The municipality put 
it in? 

Mr. Fox. The municipality undoubtedly put this in. 

Mr. Rains. Do you know? We would like to know that. 

Mrs, Miter. I do, sir. 

Mr. Fox. This situation is causing this: We have had a terribly un- 
sanitary condition. We have foundations that are breaking up. We 
cannot construct any garages because we are afraid of disturbing the 
soil inasmuch as these springs come out. Commissioner Breslin in the 
town, in discussing this, said that these springs are liable to break out 
at any point. The town itself is we'l aware of the condition of the 
property. 

In addition to this, many of us have gas furnaces. We have had 
public service inspectors into our homes. We have discovered that 
there is water in the gas line. Worse still, we found out that that 
water in the gas line can possibly run up the gas bills in the house. 
I don’t know the technicalities of that, but a water condition within a 
gas line will cause, according to these men, the meter to register a 
greater amount of force, which in addition to the poor condition of the 
area, is costing us additional money in gas bills. 

The pilot lights on our furnaces are being threatened at any mo 
ment. We have one man whom the builder offered to have his cellar 
waterproofed. When he had it waterproofed, I don’t know whethe1 
builders are required to have contractual guaranties, but I presume 
they should, from subcontractors. To give you an example, he let out 
this contract for this basement to be waterproofed. To make a long 
story short, the man has about 11% or 2 teet of water. You on the com 
mittee have seen that this morning. I think the joke of the matter is 
that the contractual guaraniy rests with the builder and the builder 
is in direct opposition to this person because he :s president of the 
organization which I am representing. 

The person who did the work, the company that did the work, ad- 
vised him that that water in the cellar was not due to seepage but to 
condensation within the basement—2 feet of water due to condensation, 

Mr. Ratns. Is that a VA man that gave him that information ? 

Mr. Fox. No. 
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Mr. Rats. We are getting far afield. We can’t look into every- 
body’s faults and failures. Let us confine the thing to the VA and to 
the FHA and don’t try to have us correct ever ybodly” s faults. 

Mr. Fox. In summarizing the situation which we have had within 
our development, I would like to say this: That due to this water con- 
dition and due to the fact that the Veterans’ Administration had per- 
sonally conducted water taps, I feel that these buildings should not 
have been erected, and since they are now erected, at least some cor- 
rective action should be forthcoming. We have had undue settlement 
within the buildings and we can prove that by inspection. 

Mr. Rarns. We are going to examine your file very carefully. You 
have it over here and we will see what we can do for you. Thank you 
very much, 

Mr. Wipnatv. At this time I would like to insert in the record a 
statement from Harristown Village Association, Inc., which reports 
the conditions in that development and tabulates the complaints filed 
by the various residents. 

Mr. Rarns. The next witness is Mr. K. D. Wagner. 


STATEMENT OF K. D. WAGNER, HOHOKUS, N. J. 


Mr. Waener. Mr. Chairman, I won’t take up but a minute of your 
time, but if the complaints that you and I have heard today could be 
settled and adjudicated tomorrow, the veterans upon whose doors | 
have knocked within the last month would still have to look at their 
front yards, and in looking at the front yards, they would see a street 
arbitrarily fixed, I would say, at 50 feet, with a dedication of 10 feet 
on the municipality, leaving them a frontage for the town of 10 feet, 
for which the municipality usually takes full adv antage. 

These veterans will run he: udlong into a statute that has been on the 
books of the State of New Jersey since possibly 1930, allowing an ap- 
pointed body to lay out what is known as shade trees. That is a 
shade tree commission. Some municipalities absorb the cost in gen- 
eral taxation. 

Mr. Rains. May I interrupt you to ask you a serious question. 
What does that have to do with financing housing ? 

Mr. Waener. It has a bearing on the clouding of the title ~ these 
instruments are not paid for by the veteran. I am a veteran. I speak 
for the veterans, 2 of my neighbors, and 50 of the doors upon which 
| have knocked. 

Mr. Rarns. Isn’t that a State problem? 

Mr. Wagener. It is not. It is a problem that the average veteran 
who migrates from New York or from places where they don’t have 
these things will run headlong into and you gentlemen might be 
faced with clouded titles, because there are a lot of VA’s and FHA’s 
in the township of Hohokus or the borough. 

If I were to come to you and say, “Mr. Chairman, can I sell you a 
$23 oak tree with a trunk of an inch-and-a-half,” you would look 
at me in askance and say, “You are crazy.” When anybody man- 
dates this thing on individuals that is another story. There is every- 
thing that I am going to tell you and I am going to close very quick- 
ly, because you gentlemen are tired and so am I. 

[ will leave you with a picture of a $23 tree. Notice that is inside 
the sidewalk. This is a reputable borough. It is not hocus-pocus. 
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It was not up to now. There is where they grow. These are next 
to my place. 

Here is the official paper of the town. There is an excommunicated 
Congressman, by the way, that runs that paper. 

Mr. Dotirncer. What kind of a Congressman is that? 

Mr. Wacner. That is one who served his time. I mean J. Parnell 
Thomas. That iswhoT mean. There is my home. 

Mr. Rarns. Let us talk about the matters at hand. 

Mr. Wacner. Well, they have treated him very kindly by giving 
him the legals. 

Mr. Ratns. T am not concerned about who gets the legal advertise- 
ments in the State of New Jersey. That is none of our business 
and we are not concerned with it. 

Mr. WaGner. Shall I leave this with you? 

Mr. Rarns. We will be glad to have them. We would like to have 
these pictures. 

Mr. Wacner. Here is a paper. This is a record dated November 
20. where the so-called trees, 250 of them are to be planted, at a cost 
of $3,500. Dividing that in arithmetic, vou will find out that the 
trees come to $15.20 and the gentleman who got the contract never 
had the trees. They were supplied by a local broker. The veterans 
here are affected just as much financially as they are with the sewer 
problem. This tree that you see here was not incorporated in the 
ordinance. That is 600 West Saddle Road and is so marked on the 
reverse side of that card. 

Mr. Rarns. May I ask this one question, because this is new stuff 
to me. 

Mr. Wacner. I thought it would be a little bit refreshing. 

Mr. Rains. Does a municipality charge for planting trees? 

Mr. Wacner. In this case they do, but they are allowed to do it 
in all municipalities. 

Mr. Rarns. Under a State law? 

Mr. Wacner. Under a State law: yes. 

Mr. Rarns. Is that assessed against the property owner ? 

Mr. Wacner. Yes, sir: and these veterans in all probability do not 
know it. It is my obligation to the veterans that I have seen to come 
and discharge my duties to you, sir, and this committee. 

Mr. Rains. We appreciate your giving this to us. Thank you. 

Mr. Wagner. You can have the whole file, sir. 

Mr. Ratns. We will look into it all, unless you have something you 
want to keep. 

Mr. Wacener. There is a certified copy of the circulation, if that 
means anything. Any tree that is worth $23, I would like to see it. 

Mr. Rarns. That is a pretty expensive tree. 

Mr. Waener. That I can tell you. 

Mr. Rartns. Thank you, Mr. Wagner. 

Is anybody here from Gregory Gardens ? 


STATEMENT OF PRENTISS R. KLUSEMAN, FAIRLAWN, N. J. 


Mr. Kruseman. I wish to bring out the builder’s complete disre- 
gard of our complaints that you have heard all day long, wet cellars, 
cracked beams, this, that, heating units. In this development we have 
oil heat. We complain to him about inadequate heating. 
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Mr. Rats. That is your builder? 

Mr. Kiuseman. Yes, sir. 

Mr. Rains. What is his name? 

Mr. Kiuseman. Michael Petruska. This is the second group of 
homes that he has built. 

Mr. Apponizio. Where was the first ? 

Mr. Kuiuseman. The first was right across the street from us, on 
the other side of S4B. I think they were known as Gregory Gardens. 

Mr. Rains. We have had testimony about Gregory Gardens today. 

Mr. Kiuseman. Yes, sir. Ours is known as Gregory Gardens 
Plaza Manor. 

It came to my attention—this other group is suing him for $200,000, 
I won’t wish my organization to get in contact with the other. This 
is strictly our matter. He was stopped from building these houses in 
our development on account of inadequate heating. From Hacken- 
sack came a court order allowing him to go ahead with this building, 
which was stated to us by one of the city engineers. 

We have complained about inadequate heating for some of the oil 
burners. He told me that he would pay a partial amount of the 
money to have blowers installed, which to my estimation is an admis- 
sion that the heating was inadequate. In some of our houses we have 
gas. He refused positively to do anything about that. 

We have gone to him time and time again; myself, people individ- 
ually, complaining. ‘The last time I saw him to complain about some 
of the things that happened in some of these homes, he got off onto the 
poor mileage he was getting on one of his Cadillacs. There is nobody 
In our community that drives a Cadillac. We are‘darn lucky to have 
the little home that we have. 

[ asked him about tar paper under the roof on some of the homes. 
His answer on that was, “I have none under my house.” The borough 
engineering doesn’t go along with that. 

The day before, the only time that we saw any Veterans’ Adminis- 
tration inspector was—the builder came to our homes the day before 
and sent some of his men to mop up the cellars. 

Mr. Rains. When was that / 

Mr. Kruseman. That was approximately in November. I com- 
plained. I work nights. I complained to the man that I had a wet 
cellar and a buckled wall. Well, in the course of the conversation that 
came up, one of the builders—there are three of them, incidentally, 
combined, which is a corporation—told me “What do you want to do 4 
Hold up the money /” giving me the impression that the only thing they 
worried about was the money which was held in escrow. 

We got outside of the house and this VA inspector made the 
statement—— 

Mr. Apponizio. What was his name / 

Mr. Kuivuseman. I don’t know. We didn’t see enough of any one to 
know. He told me and my wife, “Don’t worry, the house will not be 
passed,” for the simple reason that I told him that they could pass the 
house if I got the letter stating that if that wall buckled he would come 
back and fix it and he would dry up my cellar. 

He told me, “Don’t worry, 1 will not pass the home.” I sailed along 
pretty serene, figuring I was ahead of everybody else because my home 
was not passed. I called up here not longago. It was passed about 3 or 
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{ days after I talked to this guy. He got in the car with the builder and 
up the street they went. 

Mr. Rains. What is his name? Do you know his name? 

Mr. Kruseman. No, sir, I don’t. 

Mr. Ratns. We will check on that. 

Mr. KiusemMan. We went to the VA in Newark, complaining about 
some of the things that happened. We were allowed to move into ow 
homes before the final inspection was made, through some automati 
clause or something. 

Mr. Ratns. Escrow. 

Mr. Kiuseman. When we got down there, the man told us it wasn’t 
possible that we could move in the house before the final inspection was 
made. The other fellow and myself insisted. They finally looked up 
the records and found out that we were right and they were wrong. 

Going back to our complaints, we complained about anchor bolts 
not bolting the house down to the foundation. One of his replies 
was, “There is a man out here got a house that was caught in a wind- 
storm with anchor bolts. His house blew to pieces. The fellow here 
did not have any bolts. His just fell off the foundation.” That 
leaves us all pretty well out in the wind. 

Mr. Ratns. Was that the inspector ? 

Mr. Kiuseman. This is the builder. That is just one of the asinine 
replies I got from this gentleman. He flatly refused to do anything 
for anybody and told us so. He has threatened to throw me in 
jail as a trouble-maker. He has threatened to throw the whole group 
of our civie association in jail. We are ringleaders, causing him 
trouble, bandits, thugs. 

Mr. Apponizto. I think we ought to definitely bring in these build- 
ers and ask them some questions. 

Mr. Rarns. It is the same builder we talked about a moment ago. 
We are going to bring in the builders before we get through the 
hearing. Of course, we can’t do it today. 

Mr. KuusemMan. I will be glad to face the builder here because 
he will not come out and see our group. We have invited him to at- 
tend our civic meetings, but he has not shown up. I went to the 
city council to try to get him to meet us over a table, but it has not 
been done yet. 

Mr. Ratns. We recognize your just complaints and we are going 
to ask these builders about that. Certainly they should not be doing 
an’, more building if they are not living up to what they have already 
done. 

Mr. Kiuseman. This is the third project he is working on now. 

Mr. Ratns. We will check into it. We appreciate your statement. 
Thank you very much. 

The next witness is from Stephenville Civic Association. That will 
be the last witness. 


STATEMENT OF KENNETH H. STERN, OF THE STEPHENVILLE CIVIC 
ASSOCIATION 


Mr. Srern. Gentlemen, Stephenville Homes are located in the 
Township of Raritan, in the county of Middlesex. We have about 269 
homes ultimately planned, of which 168 are occupied to date. We 
have about 90 percent GI’s. Of the GI's, the homes are financed by 
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HA and VA combined. That is, the VA guarantees $7,500 of it 
and the FHA guarantees the rest. As far as the actual inspections 
go, the VA goes along with the FHA. They use the FHA inspectors. 
Our problem is overflowing septic tanks. We have 168 homes located 
on half-acre plots. 

About a year ago, there were 48 houses occupied in Stephenville, 
Out of the 48, 24 were complaining of overflowing septic tanks. 1 
might add at this point, going back to the FHA, they have commit- 
ments there in the order of $900,000, we were told by Mr. Frank 
Edwards, the newscaster of Station WOR. He is from your own 
town of Washington. He is very much interested in what is going 
on with the FHA and the VA and he has expressed himself on many 
occasions. Nine hundred thousand dollars represents the smaller part 
of the guaranteed investment. The majority of it—that is, our homes 
range from $12,000 to $13,500—and the majority of the loans are 
guaranteed by the VA. 

About a year ago, as I stated before, there were 48 homes occupied 
that were complaining of overflowing septic tanks. The FHA was 
notified, the VA was notified, Congressmen were notified and the State 
board of health was notified. The ultimate outcome of it was that 
the State board of health sent up engineers to investigate the situa- 
tion. Inthe meantime, they had commissioners’ meetings in the town- 
ship. The builder was showing his hand by not cooperating with us 
at all. He was trying to minimize our difficulties. 

I have many news items here that were dittoed in our file stating 
so. They completed their investigation, the State board of health, 
and they released a letter. It is not a directive; it was a letter. It 
was to the township commissioners, advising them that the only solu- 
tion to our problem was the installation of sewers. They tested the 
ground and observed that the water table was fairly low, also that 
during rainy months the water table was at the surface of the ground. 

The builder at that time went to Washington and he obtained the 
services—that is, he got the FHA interested enough to the point where 
they sent up an engineer. He looked over the area and made certain 
recommendations. You see, the State board of health had them. The 
FHA would not go along with the commitments on the second section 
which was being developed and oceupied. The township would not 
issue certificates of occupancy. So the builder had to do something 
because all the rest of his commitments were being held up, and at a 
time when he had only about 50 homes oecupied out of a total of 269 
which he planned to build. 

The ultimate outcome was, of course, when the FHA inspector 
came up, he made these certain recommendations. These recommenda- 
tions included a separate dry-well for our washing machine. We have 
an automatie washing machine, and also extending the laterals, and 
at the end of the laterals having a seepage pit. 

Those recommendations were followed through by the builder. Im- 
mediately, of course, it confused the State board of health. They 
retracted any orders that they had given to the township. The town- 
ship retracted any orders that they had given to the builder and the 
builder proceeded to go ahead. 

We have 168 families in this development to date. The builder 
at the very last meeting stated that there were only nine cases of diffi- 
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culty—at the last commissioner’s meeting of 1951. He stated that, to 
the best. of his knowledge, there were only nine cases of difficulty in 
the entire area. 

We live in the second section, with all the improvements, such as 
the FHA inspector recommended. We moved into our house on No- 
vember 23, and a week later our septic tank was overflowing on to the 
ground. A week later it was doing it again; in all, in the past 2 
months, it has overflowed 12 times. Over one week end it was neces- 
sary to use our neighbor’s bathroom facilities because if we flushed 
our toilet it came up in the bathtub. 

The township is involved to this extent: they don’t have adequate 
plumbing codes and adequate sanitary codes. That is agreed. They 
have a sanitary code that dates back to 1920, All that code calls for 
is that you shall not have any sewage flowing over the ground. Of 
course, that is what we have now, and that you shall not have an 
outhouse. You can see how antiquated those laws are. 

However, the builder installed this system, FHA approved and 
inspected and accepted. Again, it is a case of them accepting the evi- 
dence of the township. 

With all due respect to our township officials, we do not have a sani- 
tary inspector. 

Mr. Rains. It is a small town, isn’t it / 

Mr. Srern. It covers a large area. 

Mr. Rarns. They are heavily burdened, and I understand that. 
They are short-handed. 

Mr. Srern. The inspector is the health officer. He is called upon 
to make various tests on individual systems before people are per- 
mitted to move in. The fact that we have 33 signed statements, and 
they were obtained over a period of 3 days after the builder informed 
us at that last meeting of the commissioners that there were only 9 
cases to his knowledge. Incidentally, he was alleviating our condi- 
tion temporarily by sending a truck up and pumping us out, taking 
about 2,000 gallons out of the system and then taking it over to a 
stream nearby, located within a half mile of us, and dumping the 
contents in that open stream. That is in direct violation of our health 
code also. 

Mr. Rarns. If all that keeps up in the State of New Jersey, you are 
going to have an epidemic in this State some time such as you never 
dreamed of. 

Mr. Stern. We had a tragic story. You are probably not familiar 
with the story of about 2 or 3 years ago. In that area we had sewage 
flowing in open ditches with no temporary relief or anything. The 
hot summer months came along and they had seven cases of polio. 
I am not a medical authority and I can’t attest to the fact that this 
caused the polio, but you couldn't convince the people of that. Of the 
seven cases of polio, three of them died. That is a tragic stor y. You 
can come up with typhoid and various other diseases ‘and epidemics. 
That is why we have a State law to protect us against it. 

Mr. Ratns. Do you have that brief there for us? 

Mr. Srern. We are not at liberty to give the brief as yet, because we 
are having a hearing at the Statehouse in Trenton tomorrow. 

Mr. Rains. Will you send us a transcript of the hearing ? 
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Mr. Srern. Yes, sir; as well as dittoes of every letter we have in 
our file. 

Mr. Rains. Mail it to the Housing Subcommittee of the Banking 
and Currency Committee in Washington. If you do that, we will 
check into your case. We are going to be compelled to adjourn this 
meeting for the reason that we have to be in Bayshore, Long Island, 
tomorrow. If any other interested citizens have any other informa- 
tion, feel at liberty to send it to us. I want to extend my thanks and 
appreciation to the good people who have been here today, because 
1 know they realize that we are under a strain. You have been very 
courteous and very kind. I just hope that out of this we can bring 
some good. 

I would like to express my deep appreciation to Congressman Wid- 
nall here, in whose district we are honored to be. Do you have any 
statement you would lke to make before we conclude / 

Mr. WipnaLt. Just before we close, I would like to commend cer- 
tain people who were instrumental in bringing this whole matter to a 
crux and bringing the attention of the American people to an investi- 
gation that seemed to be very much needed. 

The first time that it was forcibly brought to my attention was when 
the American Legion in Hackensack, the Capt. Harry B. Doremus 
Post, under Harold V. Reilly, Jr., who was then the commander, 
passed a resolution calling for an investigation. The Bergen Evening 
Record conducted a series of articles by Leonard Goldblatt that went 
into a number of the tragic mistakes that had been made within the 
county, and I think they performed a great public service in bringing 
that to the attention of the people. 

We certainly hope that with the information we have gotten today, 
and the continuing fund of information we will accumulate through- 
out the country, we will be able to do a very constructive job toward 
eliminating such conditions in the future, and helping to correct the 
iistakes of the past. 

Mr. Ratns. The committee will stand adjourned, to meet tomorrow 
at 10:30 a.m., at Bayshore, Long Island. 

(Whereupon, at 6:05 p. m., an adjournment was taken to February 
13, 1952, at 10:30 a. m., at the Veterans’ Administration Building, 
Bayshore, Long Island, N. Y.) 
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WEDNESDAY, FEBRUARY 13, 1952 


House or Representatives, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Bay Shore, Long Island, N. ¥., 

The subcommittee met at 11 a. m., the Honorable Albert Rains, 
chairman of the subcommittee, presiding. 

Present: Messrs. Rains (presiding), Addonizio, Dollinger, Gamble, 
Cole, and Widnall. 

Mr. Rarns. The committee will be in order. 

Three of our committee members have not arrived as yet. They 
must have missed their way. Our clerk is not here. They will be in 
shortly. We have a list of witnesses. Since we have so many wit- 
nesses, I think we better get started. 

This is a subcommittee of the Banking and Currency Committee 
of the House of Representatives, set up by a special resolution in 
Congress for the purpose of checking into defective housing and con- 
struction of housing that is insured or guaranteed by FHA or VA. 

[ should like to say to you, in the first place, as Members of Congress, 
we can’t go out and fix your cellars or vour houses. We are to check 
into this to see what the picture actually is, and make a report to 
Congress. 

Furthermore, I would like to point out that we will have to move 
fast, because we are spending a great deal of time in this section of the 
United States, and we have calls from all over the Nation. We expect 
to make a spot-check across the Nation. 

I am delighted to be here. ‘This committee is in Mr. Greenwood’s 
home district. He is one of our esteemed colleagues in the Congress, 
and we are happy to be here with him. He is going to sit and serve 
with us as a member of our subcommittee today. 

I want to urge that we keep as quiet as we can because it is going to 
be a bit difficult for the reporter to hear the witnesses, and I want you 
to hear the witnesses. 

In addition, if we can remember that brevity, as Shakespeare said, 
is not only the soul of wit, but is the way to win your case with this 
committee, because we are sitting in hearings from 10 o’clock into the 
night, day after day. If you have a written statement and can file 
that with the committee clerk, your case will get a very careful look- 
ing into by the staff of the committee and by the members. Any of 
you who have written statements that are not called as witnesses to- 
day, we would like for you to file them with our committee in order 
that we may check into the situation for you. You may file them later, 
as we call for those, or when your name is called as a witness. 
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I will introduce to you the members of the committee who are here 
now. On my left is Congressman Gamble, of New York; Congress 
man Dollinger, of New York. Of course, you know your own Con 
gressman Greenwood; and over on my right is Congressman Cole, 
of Kansas. : 

The other members will be here, and they are Widnall, of New 
Jersey; Addonizio, of New Jersey; Deane, of North Carolina is not 
with the committee on this particular trip. Iam Albert Rains, from 
Alabama. 

The first witness will be from the Lou-Mar Homes, Inc., Town of 
Islip, Long Island. The representative of this group is Mrs. Arthur 
G. Bauer. 


STATEMENT OF MRS. ARTHUR G. BAUER, HAUPPAUGE, 
LONG ISLAND, N. Y. 


Mrs. Bauer. I represent a group of veterans and civilians from 
the Lou-Mar homes, owned by Mr. Modica and family. 

May I say that I wrote all this out on the tvpewriter. We have 
all our individual complaints down here. I won’t have to waste any- 
one’s time. In the future, you gentlemen can look them over and that 
will save everyone's time. 

Mr. Rarns. We will ask that be marked as an exhibit to your testi 
mony and the committee will check into it. Those are the individual 
complaints of the people in the homes? 

Mrs. Bauer. Yes, sir. 

(The exhibits referred to above have been filed with the subcom 
mittee for further investigation. ) 

Mr. Ratns. Can you give us a résumé of what those complaints 
are generally ¢ 

Mrs. Bauer. Yes, I will. Our first complaint is that we have 1m- 
proper drainage there. We have back yards and the children can’t 
play in them. You go 2 or 3 feet deep into the mud in your back 
yard. Our houses are built very much below the crest of the road, 
which means, in turn, when it rains, instead of the water going into 
the street, where there are no catch basins that work properly, the 
water in turn floods our back yards, floods our cellars, and makes it 
impossible for us even to go out and hang our clothes up on the line 

Mr. Rains. Ladies and gentlemen, this is Mr. Widnall, of New 
Jersey, a member of the committee; Mr. Addonizio, of New Jersey, a 
member of the committee. We are hearing the first witness, Mrs. 
Arthur G. Bauer. 

You may proceed with your testimony. 

Mrs. Baver. I also have some pictures that we have taken. They 
are not very good, but will give you an example of what exists down 
there. 

Another thing, we have had different people come out from the 
highway department. We have had our building inspector come out, 
who says it is no obligation of his, only to see that our house is in 
proper condition when inspected. However, in the building code of 
Islip there is a phrase that says: “Anything affecting or referring 
to your home.” 
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We feel that in time to come, as we have a letter from Mr. Hanley, 
of the department of health—in time to come, the way the water is 
laying around houses, in stagnant water, that it will devalue the 
property. 

Mr. Coir. Are these properties V.A-insured ? 

Mrs. Bauer. Yes. 

Mr. Coir. VA-insured ? 

Mrs. Baver. That is right. 

Mr. Corr. When were they constructed / 

Mrs. Bauer. Well, I believe they started to construct these about 
June of 1951. 

Mr. Corr. Are most of the owners the original owners of the 
property ¢ 

Mrs. Bauer. Yes, they are. In fact, you can’t sell the property. 
I am trying to sell mine at a loss of 8500 and people laugh at me. 

Mr. Coin. Do you know how the properties were inspected orig- 
inally ¢ 

Mrs. Bauer. Well, they were inspected by VA inspectors. 

Mr. Coie. Did you buy from a model house / 

Mrs. Bauer. Yes, sir; we did. 

Mr. Coir. Did you select an individual house after that 4 

Mrs. Bauer. Yes, we did. 

Mr. Corr. Were you able to inspect the house before you signed 
your contract 4 

Mrs. Bauer. Yes, we did. I argued, as did several other people, 
with the builder’s daughter, that we didn’t like the grading. I re- 
quested my deposit back. At that time, being new at the game, I didn’t 
know we could have gotten it back. We have about $400 down on 
the home, and she refused me my deposit back. 

We were in a position where she had our money and we didn’t have 
a home to live in. We had no alternative but to buy the house. 

When Mr. Murray came and inspected it, I also said to him we 
were going to have later laying around. He said, “No, if the VA 
and the bank passed these houses, you can rest assured that there 
is proper grading and drainage.” 

Mr. Cote. Who said that ? 

Mrs. Bauer. Mr. Murray, Farmingdale Savings Bank. 

Mr. Rains. Was he the lending agent ? 

Mrs. Bauer. Yes, sir. 

Mr. Ratns. Who was the builder? 

Mrs. Baver. Mr. Modica, Mr. Charles Modica and Mr. Lew 
Modica. 

Mr. Coir. How do you spell that? 

Mrs: Baurr. M-o-d-i-c-a. All of the people have petitioned him 
from time to time to fix small, minor things. My cesspool and sev- 
eral other cesspools are backing up so that all material and everything 
is backing up in your cellar. “He doesn’t believe you. We have h: ud 
to call the Board of Health out. We have had our building i inspector 
out, who said it is not his obligation. 

As I said before, the building code says anything affecting the 
homes. We do feel that in time to come the improper drainage and 
the improper way that it reads are going to affect our property; and 
it Is. 
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Our children have to play out on the roads because they have no 
place to play in the back yards. 

Mr. Rains. Did this show up at the time you entered the homes, 
this condition ? 

Mrs. Bauer. No, sir; it didn’t. We hadn’t had a rainstorm from 
the time that we put the deposit on the house until the time that we 
moved in. As similar things have h: appened to several of the other 
residents, they came out once or twice or three times, and at that time 
there was no rain. None of us knew what the conditions would be 
when it did rain. 

I have a letter, which my lawyer has, from the building inspector, 
saying that at the time he did not foresee that this condition would 
arise. 

Mr. Rats. I judge also, from looking over these complaints, that 
you have the usual complaint of warped floors and leaking roofs. 

Mrs. Bauer. Our floors, there haven’t been any complaints about, 
but all the doors leak. The front door leaks. The back door leaks. 
The front doors don’t close. The back doors don’t close. Different 
things are happening in the houses. 

Mr. Rarns. What about the foundations, and all that ? 

Mrs. Baver. Well, several of the people have holes in their founda- 
tions so that when the flood comes in the back yard, it gushes through 
the foundation like an open faucet. 

Mr. Dottincer. Do you have cellars in those buildings? 

Mrs. Bauer. Some of them have cellars and some have half cellars. 
Most of the cellars are constantly wet and damp. 

fr. Cote. Have you tested the depth of the concrete in the cellar? 

Mrs. Baver. That is a law that it has to be over 2 feet. It is over 
? feet. 

Mr. Apponizio. What did these homes sell for ? 

Mrs. Baver. They sold for $6,300 plus the extra things that you 
could have added to your house. 

Mr. Apponizto. How many rooms? 

Mrs. Baver. We have four rooms; no cellar and no attic. It 1s not 
that we are complaining about the house. Everyone expects to have 
little things in a home that don’t work, but the idea is that Mr. Modica 
goes to the city. Miss Modica goes to the city, and we are left there. 
We have no one to turn to. The »y absolutely refuse to help us in any 
way. 

Mr. Rats. Are they building any roe now in that company ¢ 

Mrs. Bauer. Yes; Mr. Modica, Mr. Lew Modica, is building in 
Brentwood now. 

Mr. Rarns. Have you made complaints to the Veterans’ Adminis- 
tration about this situation / 

Mrs. Bauer. Yes, I have. I don’t know if I should say this or 
not 

Mr. Gamsie. What result did you get from them? 

Mrs. Bauer. Well, from the VA I have accomplished one thing, 
that they will not give him any more GI loans until he comes in and 
fixes our property. However, Mr. Modica is a very smart man and 
he has gotten around it in another way 

Mr. Rains. How is that 4 
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Mrs. Bauer. Well, I can’t prove this, sir, but it has been said to 
many people that he doesn’t give a darn about the VA; that he will 
accept second mortgages on the home and sell them to VA’s anyway, 
which he has done to two people in our community. 

You can put yourself in their position. They are afraid to testify 
for fear something will happen to them. 

Mr. Rains. What do you mean? 

Mrs. Bauer. Well, that’s how the people react if you ask them if 
they will testify. Regarding the rest of his homes that he is going 
to sell, he said he doesn’t care about the VA. He will sell them to 
the veterans as civilians and he will take back a second mortgage for 
the remaining amount of money, for the difference between the veter- 
ans’ down-payment and the civilian’s down-payment. 

Mr. Rains. Do you have any names of the people in your develop- 
ment who have given him second mortgages behind a VA loan? 

Mrs. Bauer. Well, I have one person who is here, and if they wish 
to stand up, they may. 

Mr. Rarns. What is your name, please ? 

Mrs. O’Borne. Mrs. O' Borne. 

Mr. Rains. What is your first name / 

Mrs. O’Borne. Mrs. Charles O'Borne. 

Mr. Rains. And vou live in the same development / 

Mrs. O’ Borne, That is right. 

Mr. Wipnaue. Is this new development that he is building under 
the same corporate name as your own development ? 

Mrs. Bauer. No: I believe it is just by the son who is building. 
That is Mr. Louis Modica. He is building on his own now, but he 
originally was part of the Lou-Mar Homes. 

Mr. Wipnaty. And the new development, Brentwood ? 

Mrs. Bauer. That is right, sir. 

Mr. Rarns. Do you have anything further? 

Mrs. Baver. I also have to say that the roads are in such poor con- 
dition that when one goes over the road, you actually lose control of 
your car. 

Mr. Rains. Is that inside a corporate limit of a municipality / 

Mrs. Bauer. These roads belong to Mr. Modica; and Mr. Mayer, 
superintendent of highways, has been down there and inspected the 
roads. The roads definitely do not come up to the standards of the 
town. Mr. Mayer refuses to accept those roads until they are fixed 
and more catch basins are put in in order to alleviate the ponds and the 
stagnant water that we have surrounding our houses for 3 and 4 days 
after a rainstorm. 

Another thing, we have several of our certificates of occupancy 
which have never been signed by the building inspector. All it is 
is a typewritten signature on the bottom of our certificate of occu- 
pancy, Which is as good as nothing. I am not speaking for myself on 
that. Mine is signed, but there are several residents who have the 
Dime Savings Bank as a mortgage company, and Mr. Smith now 
refuses to sign their certificates of occupancy. 

Mr. Rays. What reason does he give for not signing the certificate 
of occupancy ¢ 

Mrs. Bauer. Because the houses do not come up to the specifications 
as far as drainage and the grading and things. Mr. Modica removed 
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several inches of topsoil off our property before he sold this property. 
We have no topsoil to absorb the water. All we have is clay, and when 
it rains the water lies there for days and days at a time. 

Mr. Rains. You tell us, though, that the VA has stopped granting 
him permission to build further ¢ 

Mrs. Bauer. Yes, sir. I can give you the men’s names that I have 
seen up there. 

Mr. Rarns. Who was the last inspector that came out and checked ¢ 

Mrs. Baver. Inspector Olson; and Mr. Grace, head of the loan 
guaranty department at 255 Seventh Avenue, New York. He has all 
the information. He also has letters that I got from the different de- 
partments describing the situation that they have found down at 
Lou-Mar Homes. We also have a letter from a contractor who states 
in that just what would have to be done. It would cost some of us 
$1,000 to $1,500 to fix our property soe that we wouldn't have any more 
floods there. 

Another thing. We have at the rear of our property, which is owned 
by Mr. Modica,a small stagnant pond which is very easy for any of the 
children to get to. In the summertime it breeds germs and flies and 
everything. Little children toddle away from home. There is not 
protection down there or anything. We would like to know if someone 
couldn't help us have that pond fenced in. 

Mr. Rains. Is this inside a corporate luuit of a town or city or 
municipality 

Mrs. Baurr. We are.in the village of Hauppauge, and we come 
under the township of Islip. 

Mr. Ratns. Do they have any sanitation officer or any sanitation 
ordinances in that township ¢ 

Mr. Bauer. Well, I have written to Mr. Manly of the department 
of health in Riverhead. We have had inspectors from Islip come out 
and view the thing there. In the summertime, we have constant 
wasps, bees, and flies, and all kinds of bugs. 

Mr. Ratns. You see, part of this that vou are telling us about, I 
don’t think, comes exactly under the jurisdiction of this committee. 
Some of it seems to be a local sanitation problem. 

Mrs. Baver. But when we go and complain to these pepole, they tell 
us that it is private property and they can try and scare Mr. Modica 
into doing something, but as far as anything other than scaring him, 
they have no legal authority to make him do anything because the 
roads are private property. 

Mr. Coir. He doesn’t scare easily ? 

Mrs. Baver. He certainly doesn't. 

Mr. Gamer. They have jurisdiction if the property is in the munic- 
ipality. 

Mrs. Baver. We have cesspools to catch the water that are nothing 
but a cesspool with a big pipe sticking in it. and you can’t walk by 
because of the smell. 

Mr. Rains. 1 am not acquainted with the New York law, but it 
seems to me in every State I know of, whether it is private property 
or not, if you maintain a health nuisance, it is a violation of the law. 

Mr. Gamer. That is the law in New York, Mr. Chairman. 

Mr. Raryes. That is what I thought. I think you should appeal 


to vour health authorities and demand that some action be taken. 
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This is outside the committee. What we are supposed to check into 


is the defective housing. 

Do you have any septic tank trouble ? 

Mrs. Bauer. Yes: a few of us have our se ptic pools that are back- 
ing up. The plumber comes and tells us it is Mr. Modica’s obliga- 
tion. He only takes care of the things inside of the house. Mr. 
Modica will tell us, “Wait until the plumber comes around again.” 
In the meantime, if you go into your bathroom, it is quite embarras- 
sing. Anyone goes in there and has a bowel movement, half remains 
in the tank and half flushes out. You have to flush your toilet two 
or three times until the cesspool clogs up and then it gushes back 
into your cellar. 

Mr. Rains. Before the committee gets through, we expect to hear 
from a bunch of these builders who built this type housing; so we will 
put Mr. Modica on our list and talk to him about your situation. 

Mrs. Bauer. Another thing that he has done is put clam shells all 
around the community so that it will stop the flushing of the water 
down. We have gullies 12 and 14 feet deep in our back yards from 
the force the way the water comes down in our property. The doors 
are leaking, and we had to pay for survey sticks. When we moved in, 
we paid $40 so that we would know where our property begins and 
ends. Ninety-five percent of the people in the community don’t have 
those sticks there. 

Mr. Modica had me out on my hands and knees surveying the whole 
community, and he stuck down his own sticks after we had to pay $40. 

Mr. Rains. Of course, you are talking about something that is part 
and parcel of any loan. Whether it is an insurance company or any 
other loan, you have to pay for a survey of the property. That is part 
and parcel of the charge. I don’t know whether it is a just charge or 
whether he did it correctly, but that goes into the closing of any loan. 

Mrs. Baver. But we didn’t get the sticks. 

Mr. Rarns. If you look on the title, whoever lent that money, I 
have an idea that they have a survey. Otherwise they would be 
foolish to lend money on property that had not been located by some 
kind of a proper survey or map. 

Mrs. Bauer. We have other complaints that there are things there 
in the model home that we didn’t get in our homes. There are differ- 
ent things. There is a different outside door. We have a very in- 
ferior door on our house in comparison to the one on the model house. 

The model house has a flower box and shutters on it. We didn’t 
get that. There are different bathtubs and cabinets in the model 
house. We feel the things we got are quite inferior. 

Mr. Rains. Did you ever see the specifications for the house ? 

Mrs. Baver. All that we have on our contract is that our houses are 
to be built to the specifications of the model house. We had a lawyer 
inon it, Mrs. Julia Sider of Bay Shore. She said that those contracts 
that we signed were just a laugh, that it was a shame that people could 
put out contracts like that. 

Mr. Apponiz10. Tlow many homes do you have in this development ? 

Mrs. Baver. We have about 45 homes. Out of the 45 homes, I 
would say about 10 of them are summer residents who we were not 
able to get complaints from. You can judge that 95 percent of our 
people are very discontended. No matter where you go, the people 
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will say, “You have one thing to learn: that the VA does not come 
in and inspect your homes.” 

Mr. Greenwoop. Has the VA inspector been around to your home 
since you purchased it? 

Mrs. Bauer. Since I have purchased it? 

Mr. Grrenwoop. Yes. 

Mrs. Bauer. Yes, he came around at the request of Mr. Olson and 
Mr. Grace, from the VA up in New York. He argued with me. Our 
thermostat was not even connected. Our thermostat was in a sealed 
carton underneath our floor. 

Mr. Apponizio. What was the inspector’s name ¢ 

Mrs. Bauer. I really don’t know. You would have to get that from 
Mr. Grace in New York. I didn’t get his name. 

Mr. Rarns. If you will file your list. We have taken 20 minutes and 
we have a lot of other witnesses. We will check into your case and 
talk to him. 

Mrs. Baver. Thank you, sir. 

Mr. Ratns. The next witness is from Babylon Shore’s Civie Asso- 
ciation, Babylon, Long Island, Mr. Jack Goldfarb. 


STATEMENT OF JACK GOLDFARB, BABYLON, LONG ISLAND, N. Y.. 
REPRESENTING BABYLON SHORES CIVIC ASSOCIATION 


Mr. Goutprars. I have with me Mrs. Helen Ruby. 

Mr. Rains. Ladies and gentlemen, the acoustics, as you can tell, are 
a little bad. I know you want us to hear what these witnesses have to 
say. We have come a long way at Government expense to hear you. 

First of all, let us cut out the applause. This is a congressional com- 
mittee, not a town-hall meeting. Let us not have any applause, and 
let it be quiet because the members cannot hear, and they really want 
to hear what is going on. 

In addition to that, we have to get it on this reporter’s record here 
so that we can take it back with us. If you have any additional in- 
formation that you want to give, lam going to request that you either 
give it to Mr. Greenwood or to our clerk, Mr. John Barriere. If you 
will talk either to Mr. Greenwood about any additional thing that 
you want to do and let us confine our attention to the hearing, we 
will get along faster. 

Is there another room out here that we could use for one of the 
staff members to talk with anyone who has a problem whose name is 
not on this list?) What I am trying to do is to get it organized orderly 
so that we can proceed. Anyone who has any statements they would 
like to make to some member of the staff or the committee, who is not 
on this list-—— 

Voice. Can you tell us who is on the list? 

Mr. Ratns. This is the list submitted to us. 

(List read by the chairman. ) 

Mr. Rarns. We can’t hear individual cases. There are too many 
thousands of those. At the noon hour, when we adjourn, any of you 
who may have any requests to make, or any papers to file, if you will 
see Mr. Barriere right at the end, our clerk, or Mr. Greenwood, and 
turn them over to us, it will help us to get through. 

Will you proceed, Mr. Goldfarb. 

Mr. Gotprars. Mr. McGouey is also with me. 
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Mr. Rains. You may proceed. 

Mr. Gorprars. I spoke to Mr. Greenwood before. In our last meet- 
ing with Mr. Greenwood, he had asked us to itemize the complete 
complaints that we had in reference to our development that we had 
spoken to him about. 

We want to submit this letter on which we have itemized everything 
that we could possibly think about that has gone on in our develop- 
ment in the past year. 

Mr. Rains. That will be attached to your testimony. 

Mr. Gouprars. With all documentary evidence that we have to 
this effect, I would like to submit that to the group right now. 

Mr. Rains. Just put that on the table. 

Mr. Gotprars. To break this thing down: Briefly, Babylon Shores 
was originally supposed to be homes in a number of 200, to be built 
by Babylon Shores, Inc. 

Mr. Rarns. Are they all veterans? 

Mr. Gotprars. There are 13 veterans who have veteran loans ap- 
proved. 

Mr. Gambier. The rest is FHA ? 

Mr. Gotprars. No. 

Mr. Gampir. Just private? 

Mr. Gotprars. Private, even though there are some vets in there 
who do not have veteran-approved loans. Of 48 homes that there are 
there to date, 33 are occupied. 

Mr. Rarns. Are they occupied by- veterans? We don’t have any- 
thing to do with anything that has private financing. 

Mr. Gotprars. Thirteen of these have veterans approval. 

Mr. Rains. That is what we want to talk about. That is all we 
have jurisdiction over. 

Mr. Gotprars. At the time we received our certificates of occu- 
pancy, we found that cesspools were located too close to wells. We 
had flooded cellars. We had gaping holes in the foundations, and 
such things. It is obvious that no proper inspection was made of 
the premises in order for a certificate of occupancy to legitimately 
have been issued. 

I think it is borne out by a letter that Mr. T. B. King, of the Vet- 
erans Loan Guaranty, wrote to Mr. Greenwood. In that letter he 
stated, and I will quote: 

An inspection was made on March 13, 1951, by our New York office in con- 
nection with construction complaints which they had received. The inspection 
revealed that the veterans’ complaints generally were justified. There was 
water condition in many of the cellars and the sewage disposal was inadequate, 
There appeared to be considerable question as to whether or not the builder 
complied with the municipality requirements in the installation of sewage 
facilities in this development. 

The lender, Lincoln Savings Bank of Brooklyn, who made the construction 
loan, was responsible for the completion of the construction, and on March 16 
our New York cffice wrote the lender, advising that a staff inspection indicated 
that construction in this development had been and still was being accomplished 
in an unsatisfactory manner. The lender was advised that the Veterans’ Ad- 
ministration would not accent any houses in this development as security fer loan 
guaranties. 

Here, 4 to 6 months after occupancy, we find that unsatisfactory 
conditions still exist. Now, they must have existed prior to that in 
order for the conditions to still be there at this present date for the 
, months thereafter. 
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Mr. Rains. What is the date of that letter? 

Mr. Gotprars. The date of that letter is June 6, 1951. 

Mr. Rats. Was that before occupancy ¢ 

Mr. Go.prars. That was after occupancy. 

Mr. Rarns. The date of that letter ‘ 

Mr. Goiprars. After occupancy. We had petitioned to the V.A 
that these things existed. They sent down an inspector and inspected 
this development. As of March 13—— 

Mr. Rains. They were already in the homes ? 

Mr. Gotprars. They were already in the homes. Now the VA finds 
that this is inadequate. 

Mr. Rains. Did they move into the homes without the final inspec- 
tion of the VA or not ¢ 

Mr. McGovry. We moved in after the VA had inspected the homes. 
We paid, if I remember right, $25 for this appraisal at the closing. 

Mr. Gamsir. You mean, inspection / 

Mr. McGovury. We paid at the closing of our homes for a VA in- 
spection. 

Mr. Ratns. Then this other one came after you moved in; Is that 
correct 4 

Mr. Gouprars. That is right, after the development was moved in 
an inspection was made. 

Mr. Wipnatxt. Do you know whether or not the original plot plan 
of the whole development was approved by either the VA or the FHA ¢ 

Mr. Gotprars. I don’t know about the FHA, but I do know it was 
approved by the VA. 

Is that correct, Mr. McGouey ¢ 

Mr. McGovry. I don’t know, for sure. 

Mr. Gotprars. It must have been approved. 

Mr. Wipnatyi. Did the VA enter into this development after the 
entire thing had been laid out and just make a few individual loans, or 
was it a VA-approved site plan in the original instance? 

Mr. Gotprars. I think it was VA approved after the homes were 
constructed because Mr. King, I believe, states in his letter: 

We are advised that individual appraisals were made in this development, but 
all properties were completed prior to the appraisal. 


Mr. Cote. That is “appraisal.” 
Mr. Gotprars (reading) : 


And the estimates of reasonable value were premised upon observation rather 
than accurate knowledge of the exact quality and condition of workmanship and 
materials incorporated in the houses. 

This was prior. 

Mr. McGoury. I have a letter pertinent to that, too. It is from John 
Schulter, the loan guaranty appraiser. 

Mr. Gampie. Of the VA? 

Mr. McGoury. Yes, of the VA. 

The letter says, in part: 

The designated appraiser viewed the house as it stood and valued it aceord- 
ingly, and neither he nor this Government agency can be held responsible for 
the correction of the defects in this structure, whether latent or apparent. The 
valuation of the property was based upon the visible condition of the premises, 
with no guaranty against future contingencies. In short, the VA guaranteed the 
loan and not the house. 


Mr. Corr. There is a point there. 
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Mr. Rains. You understand, the VA or the FHA doesn’t guaranty 
the house. That is a misconception, but they do offer to inspect. and 
as such, that inspection should be adequate. 

Mr. Coir. Mr. Chairman, this is not an inspection case. According 
to your statement, the VA came in after the house was constructed 
and then made its guaranty, did it not? 

Mr. Gouprars. That’s according to what Mr. Kings writes here. 

Mr. McGovry. What check did we have? We assumed that when 
we got the VA loan, that the VA inspected the house and it was 
livable at the time. 

Mr. GaMsie. You closed your contract, of course, because you were 
living in the house at that time. 

Mr. McGovry. We were not living in the house before we closed 
contract. 

Mr. Gamsir. But you had closed the contract at the time you ap 
plied to the VA for the loan. 

Mr. McGovey. That is true. 

Mr. Rarns. Mr. Cole, any further questions ? 

Mr. Corr. No, I think not. 

Mr. Rarns. Does this list you are filing with us show the troubles 
and all with that house ? 

Mr. Gotprars. Yes, and it shows the steps we have taken to try to 
rectify the situation. 

Mr. McGoury. May I interrupt something here. This is an unusual 
situation because the builder went bankrupt and, as such, a creditor 
took over the development under the mechanic’s lien law. In order or 
in an effort to gain VA approval for the remaining unoccupied houses, 
the veterans had put pressure on him to do the work for them alone. 

Mr. Rains. I don’t get that. Let us talk one at a time. We can’t 
keep the record straight. Go ahead and tell us that again. 

Mr. McGovry. The builder went bankrupt and a creditor took over 
the development under the mechanic’s lien law. He, in an effort to 
gain VA approval for the remaining houses, did work for the veterans. 
He gave us new cellar floors and he installed septic tank sewage dis- 
posal systems which were absolutely needed. 

Mr. Ratns. In order to get approval of the loan ¢ 

Mr. McGovey. On the unoccupied houses. He was led to believe by 
the VA that if he did work for the veterans, he would gain approval 
on the unoccupied homes, which he hasn’t got as,yet. 

Mr. Gamer. Those are the ones that are privately financed / 

Mr. McGovey. I am talking about the veterans now. He did work 
only for the veterans in part. 

Mr. Gampie. When you speak of the other houses, you are referring 
to other of the 13? 

Mr. McGovry. Fifteen unoccupied houses. There are 13 GI loans 
in the development. 

Mr. Apponizio. In other words, there are 28 homes all together ? 

Mr. McGovey. There are 48 homes all together. 

Mr. Gotprars. What Mr. McGouey is trying to state is the fact that 
the creditors who took over from the bankrupt builders—and origi- 
nally, if you will follow our form here, work was not to be done strictly 
for the veterans alone. But in order for them, at a meeting with the 
bank and the health department and the Veterans’ Administration, 
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and all parties concerned, they were to do a certain job for everybody 
concerned and not only the veterans in the particular development. 

Mr. Rains. We are not concerned about those. I don’t mean to be 
unkind, but we are charged with this investigation by the Congress of 
the United States to look into VA insured loans and FHA-insured 
loans. If they are FHA or VA, all right ; but if it is private financing, 
that is out of our jurisdiction. 

We want to hear about the VA insured and the FHA insured. We 
can't do anything about the other because it is out of our jurisdiction. 

Mr. McGovey. I was wondering where does an honest guy stand ¢ 
He buys a house. He takes the word of the bank that they ‘have in- 
spected the house. He takes the word of the VA that the house is 
perfectly livable. He doesn’t know too.much about a house. He packs 
up his family and moves into the house. 

A month later he has an overflowing cesspool. He has a foot of 
water in the cellar, and he finds out that he has only a 2-inch con- 
crete floor which does not comply with the building code. 

Who can we go to that would give us the straight word on this 
thing? We don’t know anything about buying a house. We take the 
word of these agencies that will safeguard our money. 

Mr. Rartns. The main thing we are here for is to see if you had 
adequate inspection, proper appraisal; if, in guaranteeing the loan, 
you got what the specifications state you should have gotten. We are 
trying to find out, if you didn’t why. 

Mr. McGotry. I have letters from the bank. The bank blames the 
building inspector. The building inspector passes the buck on to 
someone else. 

Mr. Rains. You are talking about a local building inspector? 

Mr. MoGovry. That is right. 

Mr. Ratns. That is a State matter entirely and has nothing to do 
with the Federal Government. We are interested in the fault or 
failure of the VA and FHA in making these inspections and appraisals 
before and after. 

Mr. McGovry. When our builder filed plans in the town, he filed for 
septic tanks. We found out later that he did not comply with what 
he filed for. 

Mr. Rarns. Did he not install septic tanks? 

Mr. McGovey. He installed a cesspool which was not workable. 
Where was the VA inspection on that? Don’t they inspect whether 
the man put in a cesspool or a septic tank? 

Mr. Rarns. As a matter of fact, I would assume that either a cess- 
pool or a septic tank could be put on the specifications of a VA loan, 
and the VA would be charged Avil 1 Inspecting to see that it measured 
up to the specifications, whatever they were. 

Of course, I wouldn’t know in that instance as to whether it was on 
the specifications or not: but the thing we are checking into, in a great 
many instances we found that the inspections did not adequently 
conform to the specifications of the house, which were the minimum 
requirements under that loan. 

Yours is a little bit different in that the house was constructed first 
without VA in it until you were ready to buy the house ; is that correct ? 

Mr. McGovry. That is right. 

Mrs. Heten Rury. From what I understood, there was a blanket 
approval of the homes by the VA and an inspection approval of plans. 
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The requirements that they had to abide by, as far as health is con- 
cerned, were requirements set aside by the board of health in Albany, 
that we had to have septic tanks, and certain septic tanks had to be 
installed in front of houses because of a creek running behind them. 

That plan from what I understood, was supposed to have been 
approved by the VA. 

Mr. Ratns. Have you some facts on it in your file? 

Mr. McGouvury. I have a few letters from the Veterans’ Administra- 
tion. 

Mr. Rarns. What are those pictures about ? 

Mr. McGovry. We went to the District Attorney, who gave us the 
round-around. 

Mr. Rains. We will get the information on the VA letters. We 
will let you keep those. We will check into it. It is not too clear to 
the members of the committee because it is a little different case to 
the ones where they go in and take a whole project and start the 
building from beginning and put the blanket approval on it. We 
will get the files from the VA office and check into the situation. 

Mr. McGoury. I corresponded quite a bit with Mr. Greenwood. 
He in turn contacted Mr. King. 

Mr. Rarns. We will work with him and see what we can get out 
of it for you. We will look into it and see if we can straighten it 
out for you. : 

Thank you very much. 

The next witness is from Plain Edge Civic Association, Plain Edge, 
Long Island, Mr. Sidney Lupu. 

Mr. Geyer. Andrew T. Geyer. Mr. Lupu could not be here, and I 
am representing him. My address is 4135 Florence Road, Plain Edge, 
Long Island. I have with me Mr. Harry Roode. 

Mr. Rains. You may proceed, Mr. Geyer. 


STATEMENT OF ANDREW T. GEYER, REPRESENTING THE PLAIN 
EDGE CIVIC ASSOCIATION 


Mr. Grrer. This is a copy of a letter we sent to Congressman 
Greenwood. We have had quite a little correspondence with him. 

We have three principal complaints. ‘The first and foremost is our 
heating problem. The heating bills out there are exceptionally high. 
For instance, my bills for the last three months were $26, $29 and $34, 
respectively. 

Mr. Ratns. What kind of heat? 

Mr. Geyer. We have circulating hot-water heat. 

Our point is this: that in the FHA manual they have a requir- 
ment 

Mr. Rains. Are these FHA guaranteed homes? 

Mr. Geyer. Yes, sir, they are. 

They have a requirement that all boilers have to have on them a 
seal approved by the American Society of Mechanical Engineers. 
These boilers ao not have them. In other words, the capacities to 
put out the he: We went into that and found out that during that 
time there was a variance given, whereas the stamp was not required 
if the other type boilers with the stamp were obtainable. 
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We went to the Portmar Boiler Co. in New York, Mr. Robbins 
being the principal of that company. We asked, at the time that 
these inferior boilers were purchased by our builder, John Aragona, 
1 Elmont Road, were the other boilers obtainable. He said he had 
them right in his own storeroom at the time. He chose to buy the 
inferior type. 

Since that time we have had all kinds of—in fact, we had the FHA 
inspector out there a few times. He said that this problem could 
be remedied in some way by additional equipment; in other words, 
not to the point where we could get the efficiency out of the proper 
type boiler, but as a measure to help us out, such as baflles and bleed- 
ing valves and such throughout the house. But up to this point, 
we have had nothing done about it. 

Mr. Rains. When did you go into these homes / 

Mr. Geyer. These homes were occupied in the first part of 1950. 

Mr. Rarns. And were they inspected by FHA betore you moved 
in ¢ 

Mr. Geyer. Supposedly. 

Mr. Rains. Was this defect in the boiler that you mentioned, where 
it failed to comply with the FHA manual, was that brought to the 
attention of the FHA at the time you moved in or afterward ¢ 

Mr. Geyer. Afterward. Of course, we moved in there and found 
out through that first winter that the bills started to pile up. It is 
only a four-and-a-half room house. 

Mr. Rarns. I don’t know this. Is that out of the ordinary and 
out of keeping with the heating bills for similar houses? 

Mr. Geyer. Yes. 

Mr. Rartns. Using the same type heat / 

Mr. Geyer. The fact of the matter is that we had to pay $1,400 for 
an attorney to try to get something done about it. In fact, we hired 
our own engineer, who was approved by the Society of Mechanical 
Engineers. 

He said that to heat a house like that shouldn’t take anywhere 
near S28, $29, or $30. 

Mr. Rains. I am no builder, but is the trouble with the heating 
unit or failure of insulation of the house? 

Mr. Gever. On the other hand, we were supposed to have a mini- 
mum of 2 inches of insulation on the top—in other words, on your 
ceiling. It is a one-story house. 

Mr. Rains. Did you get that or not? 

Mr. Geyer. In some of the places, it isn’t near 2 inches. Of course, 
that varies. Then, you have your slabs, your floors. We have asphalt 
tile on top of these floors. Another regulation of the FHA is that they 
must be extremely troweled. 

Mr. Rains. What about the asphalt tiles? 

Mr. Geyer. When you look at them, they are supposed to be fairly 
level. Now they have big bumps in them. Some of the bumps go up 
three-quarters of an inch. There are all ruts through them. The 
FHA regulation is that these plates should be extremely troweled, in 
other words, to give a smooth finish before you applied your asphalt 
tile. Evidently that was never done. 

Mr. Rains. Have you checked under it? Do you know whether 
that was done or not / 
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Mr. Grrer. It couldn’t be done with all those small stones sticking 
there, where they applied tile right over it. 

Mr. Wipnati. When you say there was a variance in the heating 
unit, did you find that out from the FHA? 

Mr. Grrrr. We did. 

Mr. Wipnawn. Did they say they had approved a variance ? 

Mr. Geyer. Well, it was one of those deals where it was more or less 
discretionary, I suppose; but they said the only time that they would 
O. K. it is when the others could not be obtained. We have from Mr. 
Robbins, who is the president of that Portmar Boiler Co.—he said, 
“We have the others right in stock.” They could have been obtained. 

Mr. Rarns. The ones he bought, did they sell at a cheaper price than 
the others? 

Mr. Grver. Yes, sir: considerably. 

Mr. Wipnatn. Do you know whether or not the FHA actually 
eranted the variance / 

Mr. Grerer. No, sir. Through our attorney, it seems that we didn’t 
get too much cooperation down there, as far as finding out these dif- 
ferent facts. We wanted to go into a legal suit on it. 

Mr. Gambie. You did go to it? 

Mr. Geyer. No, sir; we haven’t gone into the legal suit vet, but we 
were starting to prepare one. Of course, these facts all have to be 
gotten down before you can institute a suit. 

Mr. Rats. Any other questions? Mr. Cole? 

Mr. Corr. No. 

Mr. Ratns. Mr. Widnall? 

Mr. Wipnatu. No. 

Mr. Rains. If there anything wrong with the deal, then, it is be- 
cause of faulty inspection with the FHA? 

Mr. Geyer. Yes, sir; isn’t it? 

Mr. Rats. It is my contention that if these rules and regulations 
are put down by the FHA, they are supposed to be adhered to. They 
are acting as agent for the people. 

Mr. Geyer. As the inspecting agent, that is correct. 

Mr. Rarns. After all, it is taxpayers’ money that is paying the FHA 
in the end. 

If they get a bad house and the man who buys it finally decides to 
turn it back, then the taxpayers have it on their hands. That’s what 
would finally happen. 

The next witness is from Twin Oaks Civie Association, Mr. Thomas 
Martin. 

Mr. DeLxo. Iam Mr. John DeLeo, vice president of the Twin Oaks 
Civic Association, 46 Perrydale Court, Babylon, Long Island? 


STATEMENT OF JOHN DeLEO, VICE PRESIDENT OF TWIN OAKS 
CIVIC ASSOCIATION 


Mr. Rains. You may proceed. 

Mr. DeLro. I have with me Miss Donna L. Holland. 

Mr. Ratns. Are you one of the home owners out there? 

Miss Hotnanp. Yes, Iam. I don’t know but what you might also 
have me listed as being secretary of Tappan Manor. We have so much 
in common that we can be consolidated. 
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Mr. DeLxo. There are really two groups represented here, the mem- 
bers of the Twin Oaks Civic Association and the group that Miss 
Holland represents. 

Mr. Rains. Are you also interested in Tappan Manor subdivision ? 

Mr. DeLxo. It is the same group. 

Mr. Rain. In other words, you will give us testimony with reference 
to Twin Oaks and the Tappan Manor subdivision ; i is that right ? 

Mr. DeLro. Yes, sir. 

Mr. Rains. You may have a seat, and you may proceed first. 

Mrs. Srraman. May I be seated ? 

My name is Mrs. Dorothy Stegman, 7 Tappan Avenue. 

Mr. Rains. We will have to keep the reporter in mind and proceed 
in order. 

Mr. DeLexo. I have here a folder containing some 50 letters of com- 
plaints by home owners in the Twin Oaks 

Mr. Gamste. Is this VA or FHA? 

Mr. DeLero. This is both VA and FHA. They are mostly all vet- 
erans, and many of them are FHA solely, 

The basic complaints we have had out there seem to be twofold, 
mainly, wet cellars and overflowing cesspools. 

Most of the people feel that if the inspections were properly done, 
they would not have the problems that they are confronted with today, 
after living in their homes 6 months to a year. 

I have been inmy home7 months. My cellar has been waterproofed 
three times. My cesspools have been pumped dry, and only yesterday 
a crane was brought in and a new hole dug out, and I understand 
some other remedial measures are going to be taken to try to correct 
the overflowing cesspools. 

Mr. Rarns. Who is doing that ? 

Mr. DeLxro. The builders, the Matthews Development Corp., and 
our dealings are with Mr. Irwin Chess, the president of this develop- 
ment. 

Mr. Gamsie. What is their address? 

Mr. DeLeo. Keith Lane and Merrick in Islip. Mr. Chess is pres- 
ently building Concord Village, a new development there. 

Mr. Ratns. Since he is making some effort to correct. this, do you 
regard him asa good builder or not ? 

Mr. DeLeo. You put me in a very peculiar position because per- 
sonally my relations with Mr. Chess have been very pi m8 cordial, 
and friendly, in the sense that when I call there personally, I see him. 
I talk to him and he makes an effort to remedy the complaint or the 
defects that I give him. 

Mr. Ratns. In other words, he is cooperative ? 

Mr. DeLxo. He is cooperative with me. 

Mr. Apponiz1o. As an individual or for the entire group? 

Mr. DeLeo. As an individual. Basically, however, I feel a duty 
and loyalty to the members of our own association, to complain that 
if our homes were properly constructed or at least. properly inspected, 
we wouldn’t have the necessity of constantly going to him and asking 
him to remedy these defects over and over again. 

Mr. Rats. It would be better to say, if they had been properly 
inspected, then they would have been properly constructed ? 

Mr. DeLeo. Yes, sir. 
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Mr. Rarns. Let us talk about the inspection a little. Prior to mov- 
ing in, did the VA inspect these homes? 

Mr. DerLxo. Yes, sir. I had personal conversations with the VA 
construction analyst, a man known as Colonel Leonard. 

Mr. Rarns. From the New York office? 

Mr. DeLxro. Yes; from the New York regional office. He advised 
me that the Veterans’ Administration has an extensive file on Twin 
Oaks. He personally found that our foundations, which were required 
to have a 4-inch solid concrete block on top of the cement blocks, did 
not have that solid block. 

Mr. Rarns. What did it have? 

Mr. DeLro. Nothing. The wood beams were placed right over the 
top cement block. He told me that he had advised Mr. Chess that 
if they did not install some termite protection there, he would cause 
them to jack up at least 35 houses that he found in that condition. 

Mr. Rarns. Did he install that ? 

Mr. DeLeo. Yes, sir. They had an agreement, I understand, with 
the FHA to accept, in lieu of the 4-inch concrete solid block, an alumi- 
num shield which they were able to insert between the top of the cement 
blocks and the bottom beam where the wood structure began. 

Mr. Rains. Did that solve the termite problem ? 

Mr. DeLro. We hope so. They are there a short period of time. 

‘Mr. Rarns. In other words, that is an accepted building practice 
for termite protection; is that right ? 

Mr. DeLeo. Yes, sir. 

Mr. Rains. Have you a list of the various defects that you are going 
to submit ? 

Mr. DeLxro. Much of my list is handwritten. We thought we might 
have it done over. 

Mr. Rains. Could you do that ? 

Mr. DeLro. Yes, sir, and mailed possibly to Congressman Green- 
wood’s office or to your secretary. 

Mr. Rarns. That will be very helpful. 

Mr. DeLro. Our major complaint aside from these cellars—and 
there is a woman who can testify—our major complaint about the 
cellars is that the floor does not comply with the FHA requirements. 
‘Our understanding is that we are supposed to have a 4-inch concrete 
floor in our cellars. I have people here today who will swear under 
oath that their cellar floor is less than a half-inch thick. That their 
dog can’t be kept down in the cellar, because he can dig holes in it, 
and that vou can break through the cellar floor with the heel of your 
shoe, 

Mr. Rains. Is that FHA or VA? 

Mr. DeLro. FHA guaranteed. 

Mr. Rains. There is no excuse in the world for that type of inspec- 
tion, when the specifications call for one thing and you don’t have 
that type of construction. 

Mr. DeLro. I also have before me a photostatic copy of the FHA 
inspection. I noticed here that it is signed by Mr. Siegel, the vice 
president of the Matthews Development Corp. I do not see the 
signature of the FHA inspector on here. 

Mr. Rarns. May I see that a moment, please ? 

Mr. DeLro. Yes, sir. 
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Mr. Corr. Do you have any of the plans for these houses ? 

Miss Hottanp. We purchased from model homes. 

— DreLeo. Yes, the model homes were available for inspection 

1) April of 1950. We bought from those homes, and by the time we 
ac es ally purchased the homes, there were many variances. 

Mr. Coxe. 1 am interested in that one thing. You have none of the 
plans? Have you ever seen the plans ¢ 

Mr. DeLero. I personally have. Not many of the people have seen 
the plans. 

Mr. Coir. Does the builder have them ‘ 

Mr. DeLeo. Yes, sir: and the VA has them, 1 beheve. They are in 
the town hall, the village of Babylon. 

Mr. Wipnati. How much do these homes cost / 

Mr. DeLro. The two-bedroom homes originally sold for $6,990: 
the three-bedroom homes, for $7,990. Very shortly after they were 
put up for sale they were raised to $7,500 and $8,500, respectively, and 
some of them that are still available are now selling for $10,000, 

Mr. Rains. What size lot are they on ¢ 

Mr. DeLro. Mostly 60 by 100, Some are a little larger. You pay 
additional for the plot of land. My house sold for $8,500; that is, I 
was told my house would be $8,500 1f it was on 60 by 100. However, 
it is on 75 by 106. Therefore 1 was required to pay an additional 
sum for the additional land. 

Mr. Rains. What is the exterior construction / 

Mr. DeLxro. It is a combination of knotty pine, wooden shingles. 
and asphalt shingles. 

Mr. Rains. I may be making a comment that is out of line, but it 
sounds to me like you had a good price on it. 

Mr. DeLro. We feel that way. 

Mr. Ratns. Most places it sounds higher than that. 

Mr. DeLxo. We feel that we had a good buy. If it wasn't for 
these major—— 

Mr. Rarns. What you want is for it to measure up to the specifi- 
cations ¢ 

Mr. DeLxeo. That’s all we are asking for. 

I have here a certificate that is initialed by James S. Cossens, sani- 
tary inspector. 

Mr. GampBir. For whom? 

Mr. DeLxro, Federal Housing Administrator, Form 2218, report 
of inspection, individual sewage-disposal system. These two papers 
indicate solely that I have two cesspools. That's all it indicates on 
here. It does not indicate the condition of those cesspools, whether 
they have been properly constructed. 

The fact that my cesspools have overflowed continuously and still 
overflow is certainly no protection for me as a home owner, nor is it a 
protection for the other people. 

Mr. Gampxe. Is that an FHA inspection certificate, or is it from 
the village? 

Mr. DeLxo. It is not from the village. It is the FHA inspection. 

Mr. Gambier. We have to keep that separated. 

Mr. Coir. Do you know whether or not FHA had a site plan priot 
to the development / 

Mr. DeLro. I do not know. 
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Mr. Corr. Or an approval 

Mr. DeLro. I do not know. 

Mr. Wrpnati. Was there a combination inspection of these houses, 
FHA and VA? 

Mr. DeLro. Yes. 

Mr. Wipnaui. The original inspection made by FHA and the final 
inspection by VA in the case of a veteran / 

Mr. DeLeo. I can’t answer that. 

Mrs. Srecman. I was led to believe that because we bought our 
house in June of 1951 and we couldn't occupy the place because we 
were told continuouly that it hadn't been inspected by the VA analyst, 
I called the VA in New York, Mr. Chess. 

The VA in New York kept telling me—*Oh, Twin Oaks, we will 
have to get out there and do it one of these days.” All of a sudden, 
I called up one day. He said,“ You are from Twin Oaks. That’s been 
taken care of. Anybody who buys a house out there is automatically 
inspected.” 

In other words, they don’t send one person out to inspect each house 
that you buy. They inspected one house for the whole development. 

Mr. Rains. Of course, did he tell you that he just inspected one 
house and then passed the whole development or was that your as- 
sumption ? 

Mrs. Sreeman. Well, when someone tells you something—— 

Mr. Ratns. Or did he tell you that he had already inspected all 
of the houses out there ¢ 

Mrs. SreamMan. He inspected one house and all the others were auto- 
matically passed without being inspected. 

Mr. Rains. What is his name? 

Mrs. Srecman. He never gave me a name. I asked him his name. 
He said, “You don’t need my name.” 

Mr. Rarns. You realize that this goes into a congressional record, 
and you want your name in it. 

Mrs. Mason. Mrs. Wallace Mason. 

Mr. Rains. Do you live in this same development ¢ 

Mrs. Mason. Yes; No. 9 Tappan Avenue. 

Mr. Ratws. You may proceed. 

Mrs. Mason. I stood there one day with the health inspector and 
the foreman from Twin Oaks and another fellow—— 

Mr. Rains. The health inspector, does he work for the city or does 
he work for the FHA? 

Mrs. Mason. That he wouldn’t tell me. In fact, I asked for the 
name of the inspector that had inspected the homes for VA and FHA. 
They would not give them to me. They evaded the issue. They said, 
“You don’t want to know anything like that.” 

I said, “I do.” I stood there about 2 weeks before I had this baby, 
and water was seeping up out of the ground from the cesspools. We 
live on a slant like this, which was supposed to be filled in by Mr. 
Chess. 

I told him, “There is water coming out of the cesspool and my chil- 
dren are supposed to play in that.” 

He said, “Water can’t rise to the surface and can’t come out of the 
ground that way. It is coming up from a pool, up from a hill and 
coming out.” 
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He passed the cesspools. I said, “I am still fighting for them.” In 
fact, my cesspool has been fixed seven times. They were around yes- 
terday to fix it for the eighth time. I have had the yard fenced in for 
my children. My children have to stay around my feet in the house, 
or I have to go outside and let them play on the street because my 
little boy wants to play in the water all the time. 

The health department told me they have nothing whatever to do 
with that. All they can do is to remind the builder to fix it. 

Mr. DeLro. Another thing, I would like to call to the attention of 
this board, is the fact that the FHA requirements indicate that we are 
supposed to have copper and aluminum flashing— 

Mr. Cote. What do you mean “indicate” é 

Mr. DeLxro, They are specified here, sir. 

Mr. Rains. And you didn’t get that / 

Mr. DeLro. No, sir. 

Mr. Rains. Yo you know whether or not there was later approval 
of change in plans? 

Mr.DeL«o. No, sir; I do not know that. 

Miss Hotiann. And, may I also point out, that the Suffolk County 
Department of Health lists as being approved for ‘Twin Oaks septic 
tanks, plus a distribution box, and on a two-bedroom house, 100 feet 
of tile tield; on three-bedroom houses, 150 feet of tile field. None of 
us have that. That isa septic tank, not a cesspool. 

Mr. Gambier. You say a certificate has been issued by the munici- 
pality that you have that? 

Miss Hotianp. This is from the Suffolk County Department of 
Health. 

Mr. Rains. Are you saying that you have it or should have it? 

Miss Ho.ttanp, Should have it. [It is what was approved for the 
building in that area. 

Mr. Rains. Was it one of the requirements by the HA or by the 
local municipality ? 

Miss Hottanp. When the builder submitted his plans for the sani- 
tation disposal, that is what was ap proved for him to put in. 

Mr. Rains. ‘Then it was not put in‘ 

Miss Hotianp. It was not put in. 

Mr. Rains. If I may make this statement, it seems to me that the 
town has some responsibility. 

Miss HoLtanp. We have numerous letters from the Suffolk County 
Department of Health, saying that Mr. Chess has been persuaded to 
do what he should have done. These letters are all dated from as 
far back as July 1951. It still hasn’t been done. 

Mr. Rarns. He never does it 

Miss Hotuanp. No, sir. 

Mr. Gamer. Has the town issued a certificate of occupancy ? 

Mr. DreLeo. May I interject. We have had a little difficulty in 
this township with the building inspector having been indicted. ‘That 
may answer the question, sir. 

Mr. Gams_Le. They do that down here too, sir ? 

Mr. Ratns. I-can understand why some of that couldn’t be cor- 
rected. Who belongs to Tappan Manor subdivision 4 

Mr. DeLxo. It is all Twin Oaks. 

Miss HoLtanp. Yes. 




















HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 317 


Mr. DreLxo. On the map it is identified as Tappan Manor. Our 
builder calls it development Twin Oaks. 

Mr. Rarns. This is the same locality $ 

Mr. DeLego. Yes, sir; 275 houses. 

Mr. Rarns. I would like to say one other thing to you. It seems 
to me, you didn’t get the proper kind of inspection. That is clear. 
That is the responsibility of the FHA, to see that you do get it. 

I don’t want you to get any false impressions. I don’t want any of 
you to think that the Congress of the United States is in a position 
to correct something that is already done. 

Of course, we are going to bring persuasion on the proper people in 
an effort to correct these things, but in the long run we are charged 
with seeing that this kind of thing cannot happen in the future. I 
was afraid that somebody might get the idea we were actually here 
to go out and see that all of these things that were supposed to have 
been done are done. We don’t have that authority, but we will use 
every persuasion in the world, by calling the builders before us, doing 
everything we can, to help correct it. 

e will also see that the proper FHA and VA officials are at least 
called to account for failure in doing these inspections. I.say that 
because of our colleague, Mr. Greenwood. I did not want any false 
impression to get out about what this committee could or could not 
do in each individual case. 

Mr. DeLeo. May I ask, sir, that you give just a few moments to 
Mr. Wallace Mason. 

Mr. Rains. Of Tappan Manor? 

Mr. DeLxo. Yes, sir. 

Mr. Rains. You may proceed. 

Mr. Watuace Mason. I was more or less a representative for one of 
the groups on our side, the eastern side of Tappan Avenue. 

Mr. Ratns. Does it have a name or some designation ? 

Mr. Mason. I reported all these things to the FHA and to all the 
different heads. I have been in touch with the board of health, I 
think, at least a dozen times on these cesspools. The board of health 
advised me, “All we can do is to get ahold of the builder and keep after 
him. We can’t tell him how to do it or anything else.” 

I said, “What is this letter we have, where you even give us the ap- 
proval?” Of course, I got one letter back, from what I understand 
aiter they did—the FHA investigated and the board of health investi- 
gated. In other words, I finally got a final letter to me saying that I, 
representing a group, seemed to be the only obstacle in the way. 

Mr. Gamer. The board of health of the town of Babylon ¢ 

Mr. Mason. No, sir, the head department in Riverhead, Suffolk 
County. 

Mr. Raxns. Is that who you got the letter back from? 

Mr. Mason. Yes, sir. 

Mr. Rarns. Or was that from FHA ? 

Mr. Mason. Which letter ? 

Mr. Rarns. The one you are speaking about. 

Mr. Mason. It was a letter—I won’t mention the name—— 

Mr. Rarns. We need those names. 

Mr. Mason. The letter was from Mr. Greenwood. 
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Mr. Rarns. Is that what they told him? 

Mr. Mason. According to the letter, yes. 

Mr. Rarns. The FHA 

Mr. Mason. It seems that all of them together, in other words, from 
the FHA and from the board of health; whoever was contacted, it 
rame back. 

Mr. Rains. If it is some township, of course, we don’t have any con- 
trol over any township officers. We would like to know if it was FHA. 
We will find that out from Mr. Greenwood. We wish to have a list of 
your defects and all that. 

Miss Honvanp. Ours are in a rough form. I will see that they are 
typed and delivered. 

Mr. Rarns. You are very helpful. I want to congratulate this 
group. Mr. Greenwood has done a good job, apparently. What we 
like is testimony in manuscript form that we can actually study be- 
fore the committee. 

Mr. DeLeo. There is only one other item I would like to submit. 
That is for the Board’s perusal and possible examination into, namely, 
certain specific irregularities that existed with the FHA inspections 
at our development. 

Mr. Rarns. You realize that when you hand anything to the chair- 
man of this committee, it is not confidential because this is a public 
hearing and we don’t take confidential things. 

Mr. DeLxo. We feel that the informants who are listed there should 
be protected at this time so that a proper and full-scale investigation, 
if it is deemed proper, would be done. 

Mr. Rains. We can’t take anything confidential. We would like to 
have the full information. If we take that, we have to look into it. 
You put me under a rather severe responsibility. 1 don’t know but 
what I should have it publicly looked into, because anything that is 
confidential that has to do with the FHA and VA, that is what we 
want to know. 

Mr. DreLxo. The only thought in mind, sir, is to reveal the identity 
of the sources of our information, which would very highly jeopardize 
and prejudice your investigation into the irregularities. If the 
identity of these informants is known now, it would be most likely 
that any investigation inte the subject matter would not prevail. That 
is our only thought. 

Mr. Apponiz1o, This committee has been authorized by the Congress 
of the United States, and I certainly think that we could definitely 
look into anything within the scope of the resolution. 

Mr. Rains. That is correct. 

Mrs. DeLxo. I will have to withdraw it at this time, sir, in view of 
those observations made by the committee. 

Mr. Rains. In order that no one get the wrong impression, you are 
telling the committee that you have certain facts or you think it is 
a fact—— 

Mr. DeLro. Yes, sir. 

Mr. Rains. That you don’t want to give to this committee now be- 
cause it might involve some neighbors of yours or some of your con- 
nections; is that right? 

Mr. DeLxo. It would involve people whose identity should not be 
made known in public. 
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Mr. Rains. We don’t know anybody like that. Anyone who is 
involved in anything, his identity should be made known in public. 
Mr. Wipnatt. Isn’t it true that anything you have in there by 
way of irregularity would have to be proven by public proof later on ¢ 

Mr. DeLeo. Yes, sir. 

Mr. Wipnatu. Is what you have in mind offering leads to the com- 
mittee, that those people would substantiate later on if the investiga- 
tion were carried through ¢ 

Mr. DeLgo. Yes, sir. 

Mr. Rarns. How can we investigate anything if we don’t know 
what itis? That is what I want to know. 

Mr. Coxe. 1 would suggest that the gentleman talk with one of the 
members after the meeting. 

Mr. Ratns. We don’t want some kind of intimation getting out that 
there is anything wrong that is not. 1am going to see that anything 
you have is investigated. I am going to ask you to talk with Mr. Cole, 
who is a good lawyer, and we will find out about it. 

Mr. Wipnatt. May I ask one further question ‘ 

Mr. Rains. Yes, sir. 

Mr. WipNaLL. Were most of these homes bought before they were 
constructed. 

Mr. DeLeo. Yes, sir. 

Mr. Wipnau. From a model house? 

Mr. DrLeo. Yes, sir. 

Mr. Wipnawi. Did you see the specifications at that time? 

Mr. DeLxro. No, sir. We were never shown the specifications from 
our builder. 

Mr. Wipnatt. Thank you. 

Mr. Rains. We appreciate your coming. 

Mr. DeLxo. Thank you, sir. 

Mr. Rains. The next witness is Mr. Irwin J. O'Leary, Jr., of the 
K.S. K. Homes. Is Mr. O'Leary here? 

Mr. Criece. I believe that name is wrong. It should be Kramer and 
Kane Ranch Homes. ‘They built the Phillips Park development in 
Wantagh. 


STATEMENT OF W. J. CLEGG, WANTAGH, LONG ISLAND, N. Y. 


Mr. Ratns. What is your address? 

Mr. CiecG. 2567 Mermaid Avenue, Wantagh, Long Island. 

Mr. Gamsir. What is your connection with this? Are you an 
officer ? 

Mr. Creaa. I have been delegated by a committee to come out here 
and put our case before you. 

Mr. Rains. Are they VA homes? 

Mr. Cieac. Veterans approved and FHA-approved homes. 

Mr. Rarns. About how many homes are there ? 

Mr. Circe. I believe there are 167 homes in that one development. 

Mr. Rains. Are they all finished and occupied now? 

Mr. Crece. I believe they are all occupied now. They were not up 
to a few days ago, but 1 believe they are now. 

Mr. Rains. Who was the builder ¢ 

Mr. Crece. Kramer and Kane. 
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Mr. Rarns. Are they local people? 

Mr. Cxxce. I believe they are building around here in Babylon, in 
Suffolk County now. 

Mr. Rains. You may go ahead. 

Have you got a written statement ? 

Mr. Cieca. Yes; this is a statement. 

Mr. Rarns. Go ahead. 

Mr. Cieae. Ever since we have moved in we have had trouble with 
water in our crawl space, which seems to be the major problem for 
everybody involved. Our cesspools have been overflowing: and. they 
are backing into our crawl spaces. 

In fact, I pumped my own out Saturday. The odor that was in- 
volved in pumping out the crawl space was something that you could 
not possibly imagine unless you were living there. 

The insulation that was supposed to be put under the floors, under 
the main floor in the house, it wasn’t insulated correctly. 

Mr. Ratns. Did the specifications call for a certain type of insula- 
tion ? 

Mr. Creae. Yes, sir. 

Mr. Ratns. Is that insulation called. for in the specifications there 
or not? 

Mr. Cieca. Well, I have never seen the actual specifications. We 
were told we were going to get that type of insulation. 

Mr. Rarns. Told by whom, the builder? 


Mr. Cree. By the agent who handled the home in selling it to us. 

Mr. Gamers.’ Was it bought from a model home or specifications? 

Mr. Cuiece. A model home. We never saw the property until the 
day we moved in. We could never find out where it»was located. They 


showed us on a map where it was. When it came time to move in, I 
had to look up the foreman of the building crew to find out where 
my house was. -We have one house there that they believe is sagging. 
I haven’t seen it, but they say the foundation is crumbling. On one 
house the chimney is falling off. 

Mr. Cotze. Do you know how the construction of the cesspool is dif- 
ferent from the specifications and plans, how it varies? 

Mr. Ciecc. Some of the homes have cesspools and some have septic 
tanks, according to the locality. My home is nearer to the Wantagh 
Canal than the rest of them, and we have septic tanks, 

Mr. Cote. Do they vary at all from the specifications ? 

Mr. Circe. Well, we have all had trguble in the fact that—— 

Mr. Corr. That isn’t what I asked. 

Mr. Ciecc. The department of health claims—— 

Mr. Cote. I asked you whether or not you knew. 

Mr. Cixee. I don’t know the specification for the tank itself. 

Mr. Cour. I was just wondering if you knew. 

Mr. Crece. The department of health claimed that the overflow 
channels, as they call them, were not put in deep enough.and they did 
not dig through the bog to let the drainage get off properly. 

Mr. Coutz. Do you know anything about whether there was a site 
development plan for this area? 

Mr. Crece. I could not say. 

Mr. Wipnati. How many homes are there in the development? 
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Mr. Cuixec. One hundred and sixty-seven, I think, about that. We 
were shown the model home, and we were supposed to get accordingly, 
shingling and so forth. Several of the things have been different, not 
too much of a major change, except that the shingling is not what they 
said it was going to be. 

Our main problem is the cesspool and septic tanks overflowing and 
flowing back into our crawl space. 

Mr. Core. That is all I have, Mr. Chairman. 

Mr. Ratns. Isn’t that a sandy section down where you live ‘ 

Mr. Cuece. Originally, no. It was a bog and it was filled in land. 

Mr. Rarns. These homes were built on filled-in land ¢ 

Mr. Ciece. That is right. 

Mr. Ras. You do not know whether there was any pre-side engi- 
neering or any percolation test or anything of that kind beforehand? 

Mr. Creea. I don’t know. 

Mr. Rarns. Is the trouble you are talking about general ? 

Mr. Cixee. That is right. 

Mr. Rains. Did you have a VA inspector come by to see the place 
before you moved in or afterward ? 

Mr. Cixee. I don’t know about before. The people who lived in that 
neighborhood claimed that all the crawl spaces, as they call them, had 
water in them while they were building, and that they still had water 
when I moved in. We have been pumping it out ever since, which is 
more than a year. 

Mr. Rarns. Do you have a written statement there that you can 
file with the committee ¢ 

Mr. Crxee. Yes; there is a statement I will file, with everybody’s 
name involved. 

Mr. Ratns. Everyone’s name who is involved ? 

Mr. Ciece. Yes, down here. 

Mr. Gamsiz. Why did you buy a house where you didn’t even know 
where it was and had never seen it? Was the pressure to get a place 
to live'so great that you felt it was necessary? That gives the back- 
ground to us. 

Mr. Cieec. At the time we bought the house, we more or less had to 
get out of where we were; for personal reasons, and we wanted a home 
of our own, which is the case of most people: We naturally went 
through the proper channels of looking through the paper and so 
forth to find a development. 

Then, when we go to investigate, they show you a model home. 
Then they say: “Where do you want your home to be built?” You 
pick out a/place on the map, and that’s supposed to be it: I moved over 
here from New Jersey. I did not have the opportunity too often to 
come over here and investigate. 

Mr. Game... That is all I have. 

Mr. Ratns. We are glad to have you, and you file that with the 
committee. You realize that we can’t hear just individual cases be- 
cause’ there are thousands of them inthe Nation: What we are trying 
to hear is representatives of groups, to give us the picture in certain 
localities. 

Are there any in the room representing any group? I don’t want’ 
more than two witnesses from any one group. We:can’t have long 
ones. 
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During the noon hour, it we don’t have your name listed here—and 
we have some from Congressman Hall’s district here—put your names 
on the list. 

I would like to read these. As I call your name, please put wp your 
hand. 

(Discussion off the record.) 

Mr. Rarns. The committee will please be in order. 


STATEMENT OF MRS. VALERIE H. PALECEK, COPIAGUE, 
LONG ISLAND, N. Y. 


Mr. Rains. You represent what? 

Mrs. Patecex. The Copiague Manor Civic Association. I am 
spokesman for a group of 250 houses which are 90 percent GI loans, 
and 10 percent FHA. 

I feel that most of the ground has been covered by the complaints. 
It is rehashing the old stuff over and over again. I think it is suffi- 
cient to say that our building inspector was the indicted man, which 
will explain an awful lot. 

Besides that, the builder has built this new development in four 
sections. In all fairness to the builder, I should say that the first two 
sections were built fairly well. 

Mr. Rarns. Who is the builder, please / 

Mrs. Patecek. Gulf Construction Co., Inc., Jamaica. 

In the first two sections, he really tried to adhere to the specifica- 
tions and give the people what they signed up for. Where he has 
failed to do that and tried to palm off inferior workmanship, he has 
been brought back and has rectified that. 

But as he went on to the third section, which is near Merrick Road, 
where I live, and on to the fourth section, which is at East Gate, the 
building has been far inferior and our complaints are very much of 
the same type like the others. 

Our floors are buckling. We have no cellars. We have just cement 
slabs. 

Mr. Corr. What do you mean, “cement slabs” ? 

Mrs. Patecek. A cement slab on which the house is constructed. 
There is no cellar. The slab just sits flat on the ground. It should be 
properly insulated. Some are and some are not. It just depends on 
whether Mr. Nas was in or out on the deal. 

There was one question raised where they claim that they had to 
put in better insulation than they did in the second section. In some 
houses, apparently, it is in. In others it is not. It is pretty hard to 
prove. We would have to tear them apart. 

There was a neighbor who had a building inspector in from a dif- 
ferent county to check on his house. He claims we have no fire stops 
in our walls in the third and fourth sections. 

We have no smoke chambers in our fireplaces. That is why they 
smoke so badly. That was the opinion of a building inspector outside 
of this county. He was inspecting just this one house he was called 
into. It is only fair to assume that that was the situation and story 
in all of them. 

Mr. Rarns. Did you have a VA inspection or FHA inspection of 
these homes prior to moving in? 
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Mrs. Patecex. That’s what we were told we were to have. At the 
time of the closing, there would be a VA man to inspect the house. 
None of us had seen a man there. If he had been there, he could not 
have passed on some of the things that really were in the houses, un- 
less he closed his eyes. 

Mr. Cote. Did you buy the house before it was constructed / 

Mrs. Parecex. I had the model house. 

Mr. Coir. What about your group? 

Mrs. Patecek. They bought it according to the model house, from 
the blueprints. There were three different model houses in the whole 
development. The first one was a two-bedroom house. Mine was in 
the third section. It was a three-bedroom house. I paid $8,790. 

Mr. Coir. Where are the plans for this development ? 

Mrs. Patecerk. The plans are at the Town Hall of Babylon. No- 
body had seen a plan, only when the salesman had presented the loca- 
tion of the various plots. From that they made their choice, where 
they wanted the house. 

We all feel that there was a definite case of misrepresentation when 
we bought the houses, because the builder’s salesman told us that the 
price of the house was so much and so much. Our taxes were at $108 
estimate. Besides that, we were building up a $2-a-month escrow to 
cover any unforeseen expenditures. 

Now our tax bills are coming in 100 percent higher. We have tried 
to pin the blame on whoever was responsible. We have just been run- 
ning against a blank wall. 

Mr. Rarns. You can find out whether your taxes have been in- 
creased. 

Mrs. Patecerk. The taxes are higher. The tax rate has gone up 
a little, but still on the over-all picture, it is quite a big difference 
between an estimate of $108. 

Mr. Rats. I believe you stated that was an estimate. 

Mrs. Patecenk. Yes; but the bank has not looked at it. We have 
written in to the bank and wanted to know who was responsible for 
that figure. The bank admitted that they accepted the builder’s 
figure and had not checked into it. It seems rather queer for a bank 
to do, with its local counsel, not to check how much the taxes would be. 

The situation is that a lot of the GI’s are not able to carry it any 
further because they have accepted it on tight budgets. They were 
told that their carrying charges would be $58 a month, covering taxes, 
interest, and everything that came into the picture, outside of our 
garbage collection and water, which is outside of that. 

Mr. Rarns. Of course, that is the sales talk of the lending agency 
or the builder. 

Mrs. Patecer. Yes. 

Mr. Rains. You said you got the model home? 

Mrs. Patecer. Yes. 

Mr. Ratns. Is vour home in the same condition as the other homes, 

‘is it a better one? 

Mrs. Patrcek. Mine is worse, I would say. I can’t possibly under- 
stand how anybody could buy a house, according to that. Everybody 
was dazzled by the furniture. They didn’t bother to look for the 
other things. 











324 HOUSING CONSTRUCTED UNDER VA AND FHA PROGRAMS 


Mr. Rarns. I had understood from the other witnesses the assump- 
tion that the model home was in good condition and, as such, they 
bought and then turned out with a different product. 

Mrs. Parecek. I have a 7-inch crack in my foundation slab run- 
ning all around my living room. In August I wrote to the builder, 
asking him to come out and have it fixed. To this very day no one 
has been there. He just ignores our letters. If we call him, he is 
not in, as the secretary says. If by chance anybody is lucky enough 
to stop his maintenance man, who 1s just a lackey in the true sense of 
the word, he will just push us off with a joke. Nobody comes around. 
Still, we had the guaranty for a year that any repairs would be met 
and made. 

Mr. Rains. Who gave you the guaranty ? 

Mrs. Patecek. The builder. 

Mr. Rarns. Did you have a written contract of that? 

Mrs. Parecex. Yes; but the whole essence is that he is stalling for 
time until the contract runs out. 

Mr. Gampste. When will your year run out? 

Mrs. Patecer. In 4 months. 

Mr. Ratns. Do you have a copy of that contract with you? 

Mrs. Patecek. Not. with me; no. 

Mr. Rains. Of course, after all, that is a contract between two pri- 
vate individuals you are talking about. 

Mrs. Patecex. Yes. 

Mr. Rains. I don’t need to tell you if you have a binding contract, 
you have the proper recourse in the law. I would suggest you look 
into it to see if you have a written contract between you and the 
builder. 

One of the things we have been concerned about is a great many of 
these homes are approved and there is no contract of any kind between 
the builder and the purchaser. 

Mrs. Patecex. When we addressed our complaints to the VA, they 
were quite disinterested. They always told us to contact the builder 
and see what he would do. 

Mr. Gampix. That is because you have a guaranty, don’t you think, 
Mr. Chairman, from the builder for a year? 

Mr. Ratns. The real truth of the business is the VA only in- 
sures the payment of your loan. They don’t insure the building. 
From a strict legal standpoint, your recourse is against the builder. 
That is strictly true. 

The point we are looking into is to see if the VA or FHA was at 
fault in passing shoddy construction through their inspection and ap- 
praisal services, you see. 

Mrs. Patecex. Nobody saw a VA man around there. At the time 
of closing there was a clerk there who looked over the figures that the 
builder presented and said it is O. K. 

Mr. Ratns. Who was the clerk working for? 

Mrs. Patecex. A VA clerk. At the time there were about 8 or 10 
closings, and everybody had their list ready. He just looked over the 
figures and said to sign. 

Mr. Greenwoop. Have you the name of that person ? 

Mrs. Parecex. I could find it out for you. I don’t know offhand. 
But very few of us set foot in the house before the title was closed. 
We had no opportunity of checking on the wrong things. 
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Mr. Gamsie. Have all of the people in this situation—have they 
also received a written guaranty for a year / 

Mrs. Parecex. Yes, we were all covered by that year guaranty, but 
a lot of people have had their guaranty run out and they. are left high 
and dry. 

Mr. Rains. I think you should see to it that you don’t let yours run 
out. 

Mrs. Patecek. Besides, we have the problem there of backing up 
cesspools, like others, and that is due to the builder’s negligence be- 

cause our development was built on a woodland, where we had more 

rane a foot of topsoil and leafmold that was all scooped out by the 
builder by bulldozers, carried on away and sold. We are left on sub- 
soil and clay. With the water table raising now, our cesspools are 
full of rain water, which doesn’t give them much room for waste. 

We have cases where people have sunken garbage cans that are just 
bobbing up because they are sitting in water. 

Mr. Rarns. Is that inside the corporate limits? 

Mrs. Pa.ecexk. It is an unincorporated village. 

The last three cases where we did achieve in getting overflow cess- 
vols were really through the understanding of the Riverhead Health 
soa air not through the builder. The people got so disgusted 
and exasperated that they turned to Riverhead because it was a health 
menace. 

Mr. GREENWOOD. Riverhead is the county seat of the county. 

Mr. Gamsie. Then they have gotten the help of the county author- 
ities in that case, which is perfectly proper that you should. 

Mrs. Patecex. The builder has done this systemmatically; he has 
neglected every complaint. He will not stop by. When he goes 
through the development, he will go through at top speed. 

Mr. Rains. We maybe cannot correct what has happened, but we 
ought to be able to prevent it in the future. 

Is that builder now building? 

Mrs. Patecek. He is building in North Babylon and Lindenhurst. 
Why can’t we put the pressure on him and hold him up there until he 

rectifies the mistakes he has made? After all, he is using Government 
money and we are paying it. 

Mr. Cote. He is not using Government money. 

Mrs. Patecek. He still is building under the GI bill. 

Mr. Rarns. That is not Government money. 

Mr. Core. That is insured loans. 

Mrs. Patecex. After all, he is interested only in his business ends, 
and we could see as he went along that his greed was greater than his 
caution. He was cutting corners everywhere. 

Mr. Rarns. Our interest ought to be this, so that you may know: 
We want only good builders building these places, who recognize their 
responsibilities. Iam sure the VA and the FHA, when they get down 
to Scaab tacks—that is what they want. Ifa builder is putting up 
buildings that do not conform to specifications, such as you have said, 
he shall be checked into to see if he ought to build any more. 

Mrs. Patecek. That is what we are trying to do. 

Mr. Ratns. Do you have any written statement you would like to 
leave with the committee ? 
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Mrs. Parecex. I have a list of the complaints that we have been 
able to round up in the last 2 days. I will mail an extra copy to Mr. 
Greenwood, if I leave this with the committee. 

Mr. Rains. That will be fine. 

Thank you very much. 

Legion Park Civic Association is the next one on our list. 


STATEMENT OF MRS. ELEANOR B. RENK, WEST BABYLON, 
LONG ISLAND, N. Y. 


Mrs. Renx. With me is Mrs. Anne C. Wall, 345 Seventeenth 
Street. 

Mr. Rains. You may proceed. You are representing the Legion 
Park Civic Association / 

Mrs. Renx. That is right. I believe that you gentlemen have al- 
ready received a letter from us stating general complaints. We have 
another signed copy of it here for you. We also have—— 

Mr. Rains. Speak a little louder, please. 

Mrs. Renx. I cannot talk loud. I am sorry. 

Mr. Rarns. Go right ahead. 

Mrs. Wau. You have received a letter stating our complaints. 
We have stated them specifically in a general way. 

We also have a list of people who have the specific complaints and 
the addresses, for investigation purposes. We have that. We would 
also like, if you want us to, to get a petition signed by the individuals 
who have these specific complaints, and we can turn it over to Repre- 
sentative Greenwood, who can turn it over to you. 

Mr. Rains. If you have listed the complaints, the main thing we 
are interested in is having a list of the various complaints. That 
would be sufficient. 

Mrs. Watt. Do you have a copy of our letter there? 

Mr. Rarns. Sure, we do have; I am sure we do. 

Mrs. Wau. Not right there? 

Mr. Rains. Not before me. 

Mrs. Wau. Here our complaints are listed right there. 

Mr. Rains. Who was the builder? 

Mrs. Wai. Lawrence S. Ingoglia, and, incidentally, he is here, 
and that is the Central Island Realty Co., Inc. 

Mr. Rains. If the builder is here, we would like to hear the builder 
testify this afternoon. 

Are these VA- or FHA-insured ? 

Mrs. Watt. FHA. 

Mr. Rarns. How many homes in the project? 

Mrs. Wau. There are about 300. I think the count is 298. 

Mr. Rarns. Are all of them occupied ¢ 

Mrs. Wau. No, there are a few which are up for resale. 

Mr. Rarns. When did you enter them, about how long ago? 

Mrs. Wax. About a year ago. Our development was built in two 
sections. One section has been occupied about 2 or 214 years. The 
second section has been occupied from slightly over a year to slightly 
under a year. There is a third section of approximately 15 homes 
which have been occupied within the last 6 to 9 months. 
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Mr. Rarns. I note, among other things that you have listed a state- 
ment that the inspection certificates were dated before construction 
was begun. What proof do you have of that? 

Mrs. Waxu. We have the inspection certificates dated at least 6 
months before the homes were sold, and the homes were sold from 
bare plots of land. 

Mr. Ratns. That doesn’t answer my question. This says here, 
before they were constructed.” 

Mrs. Wau. That’s what I am telling you. The houses were bought. 
The plots were pointed out. They were uncleared land. That’s when 
the houses were bought. The plots were sold for the houses to be 
erected. After the houses were built and the closing occurred, and 
later than that was when we got our certificates of occupancy. That is 
when we found the certificates of occupancy were signed 6 months in 
advance of the purchase of the homes. 

Mr. Gamez. Whose certificate of occupancy—FHA ? 

Mrs. Watt. No; this is the building inspector, Mr. Nass. 

Mr, Gamesie. Of the municipality ? 

Mrs. Wau. Yes. 

Mr. Gamete. It is difficult to keep these separate sometimes. 

Mr. Rarys. That is not exac ‘tly what you have here. When we refer 
to an inspection certificate, we think you are talking about an in- 
spection by a VA inspector. 

Mrs. Wauu. To the best of my knowledge, none of us have any VA 
inspection certificates—I mean FHA. 

Mr. Rarns. Did you have any FHA inspectors? 

Mrs. Wau. We don’t know. We have not seen any. 

Mrs. Renx. May I clarify that? 

Mr. Rarns. Yes. 

Mrs. Ren. I moved into my home on October 31. 

Mr. Gamste. 1951 or 1950? 

Mrs. Renx. 1950. It was in the process, when we were moving in, 
of being completed. The electrician was there; the carpenter was 
there, and the plumber. They were all finishing my home. 

Since I have moved in, I have not seen an FHA inspector. ‘Two 
days before I moved in, we visited that home and it had no plumbing 
facilities attached. It had no lighting and no water pump. It had 
sheet-rock walls. 

Mr. Rarns. Did the specifications call for that # 

Mrs. Renx.’ Pardon me? 

Mr. Rarns, Did the specifications call for sheet rock ? 

Mrs. Renn. We are in the same position as many others. We have 
never seen the specifications of our homes. 

Mrs. Wat. We know definitely that our homes do not conform to 
the model home. Our contract stated that our homes would be built 
in accordance with the specifications of the model house. They are 
not, but we have never seen a specification for a model house or for 
our own homes. 

Mr. Cotz. Then there is no statement on the part of either of you 
that there was no inspection on the part of VA or FHA during con- 
struction? You are not making pis as a flat statement ? 

Mrs. Wau. We do not know. We have never seen and we have 
never received any certificate. 
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Mrs. Renx. I would like to ask one question. 

Is the FHA supposed to inspect a completed house ? 

Mr. Rarns. Yes; final inspection. 

Mrs. Renx. Then I can back that up with many people who have 
lived in their homes at the time of completion and they have never 
seen an FHA inspector. 

Mr. Cotz. Many people in your area have had the same experience 
that you have. 

Mrs. Renx. Yes; that’s why we stated that we could ‘get you a 
petition with specific dates and so forth. 

Mr. Rarns. I would like to turn back to ask one more question about 
the certificate of occupancy. 

Do you have a copy of the certificate of ocupancy, either of you? 

Mrs. Renx. Yes. 

Mr. Ratns. Which was dated so far back? 

Mrs. Renx. ‘In my case, mine is dated September 19, 1950. This is 
the town certificate of occupancy. 

Mr. Gamsir. When did you move in? 

Mrs. Renx. I moved in October 31, and on October 29, 1950, my 
home was incomplete. It was also incomplete on October 21, 1950, 
when I signed the closing for my home. 

Mr. Rarns. It is quite difficult for me to see how any inspection on 
the part of a municipal inspector could be back-dated or could be 
dated back that far, or else there was no inspection made. One or the 
other is apparent, is it not? 

Mrs. Watt. Also, we have the inspection certificate stating that our 
oil heaters were put in and tested. In my case, before the ground was 
cleared. 

Also, our inspection certificate from the board of underwriters 
stating that our lights had been inspected, when I only hada founda- 
tion. 

Mr. Apponiz1o. These are all local inspectors? 

Mrs. Watt. That is right. 

Mr. Apponizio. It seems to me that you have to have some changes 
around here in the local situation. 

Mr. Ratns. Does the builder live in the same town as the inspector ? 

Mrs. Renx. Yes, sir; he does. 

Mr. Rarns. He is a local builder, is he? 

Mrs. Renx. That is right. 

Mr. Rarns. Is he building any other houses any place now, other 
than these you are telling us about, under FHA ? 

Mr. Wau. Yes; he is building Patricia Park in Bright Waters. 

Mr. Rarns. Any other questions, gentlemen ? 

Mr. Core. I believe not. 

Mr. Rarns. Thank you very much for coming. I will file this with 
the committee. Maybe you should stay around awhile. We are going 
to cheek further into this situation. 

We are going to recess for lunch now until 2:45. 

(Whereupon, at 1:15 p. m., a luncheon recess was taken at 2: 45 
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AFTERNOON SESSION 


Mr. Rains. The committee will please be in order. 
The next. witness is Mr. Martin J. O’Gara, of the Central Island 
Homes. 


Will you proceed, Mr. O’Gara. 


STATEMENT OF MARTIN J. 0’GARA, WEST BABYLON, 
LONG ISLAND, N. Y. 


Mr. O’Gara. Yes. 

Mr. Rarns. As I understand, you have a home in Central Island 
Homes that was built by the same builder as the builder who put up 
the Twin Oaks? 

Mr. O’Gara. Legion Park, I believe. 

Mr. Rarns. Is that correct ? 

Mr. O’Gara. I believe that is-correet, sir. 

Mr. Rains. Give us your statement in brief as well as you can, be- 
cause we must move along. 

Mr. O’Gara. This is a list of the complaints in that area which I 
am going to submit to Mr. Greenwood’s office. 

May I read just a few of these briefly, some of the major ones? 

Mr. Rarns. Yes; just a few. 

Mr. O’Gara. Improper flooring laid in three houses, causing floors 
to completely open far beyond normal shr inkage. The degree of open- 
ing in some cases exceeds three-eighths of 1 inch, causing children to 

fall and splinter themselves. Wood was improperly milled and there- 
fore could not be laid to fit together. 

I own one of those homes in this case. The man who did the floor 
laying, or the subcontractor, stated that it was improperly milled and 
he would have to put in a new floor. He hedged and tried to lay 
inlaid linoleum. He offered me a profit for the house, to buy it, offered 
me a flat rate of a hundred dollars to settle the case. Finally he did 
lay one floor, went out knowing that it wasn’t done properly, and 
never returned to do any more. 

Mr. Rains. Who was the builder ? 

Mr. O’Gara. The builder who I bought the house from was Law- 
rence Ingoglia. 

Mr. Rains. Are those VA-insured homes ? 

Mr. O'Gara. That is correct. 

Mr. Rains. Did you see any inspection by the VA on the homes? 

Mr. O’Gara. In my particular home there was no inspection. 

There was a petition by the people living there, who petitioned the 
VA. I believe two people had their homes spot- a by a VA 
representative. 

Mr. Rains. In the same development ? 

Mr. O’Gara. That is right. 

Mr. Rains. We can’t hear any more from the development. 

Mr. O’Gara. They were inspected and got no satisfaction, other 
than the man said: “Your home is no worse than any of the others. 
It is all right. I can’t find anything seriously wrong.” 

One woman would testify that the man appeared about 11 o’clock 
in the morning, was very, very fresh to her and seemed to be intoxi- 
cated. 
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Mr. Core. You mean this inspection was after you occupied the 
house? 

Mr. O’Gara. Yes. 

Mr. Corr. Your testimony is that there was no inspection—— 

Mr. Rains. Let us get that straight. You are testifying to a lot 
of rumors. You should not unless you know what you are talking 
about. 

Mr. O’Gara. I am only stating what the party says who cannot 
appear here. 

Mr. Game. Did the party say it to you? 

Mr. O'Gara. Yes. 

Mr. Gamste. But you did not see the inspector ? 

Mr. O’Gara. No. 

Mr. Games. Then it is hearsay, as far as you are concerned ? 

Mr. O’Gara. That is right. 

Mr. Rarns. We can’t take hearsay in the record. 

You had no inspection on your home that you know of at all? 

Mr. O’Gara. None. 

Mr. Rains. Water in the basement or not? 

Mr. O’Gara. No water in the basement. 

Mr. Rarns. Have you got other complaints listed, the names of 
the people who have the complaints? 

Mr. O'Gara. Yes. 

Mr. Rarns. Are you going to type that up or submit it as is? 

Mr. O’Gara. I will submit it typed. 

Mr. Rarns. To Mr. Greenwood’s office ? 

Mr. O’Gara. Yes. 


Mr. Rains. That is fine. We appreciate that very much. 
The next witness is Sztuka, from Wantagh. This witness is from 
the Wantagh project. 


STATEMENT OF MRS. MARY J. SZTUKA, WANTAGH, 
LONG ISLAND, N. Y. 


Mrs. SzruKxa. I have with me Irene Mele, 3642 Jerusalem Avenue, 
Wantagh, and Mrs. Dena Shafer, 3544 Roger Drive, Wantagh, Long 
Island. My address is 3572 Anita Lane, Wantagh. i 

Our complaint is the same as everybody else’s—damp or wet base- 
ments, improper grading. The plumbing facilities are incomplete 
and have not been inspected by a plumbing inspector, and poor con- 
struction in general. 

One of the people in our development has a very peculiar case. 
The main lally column in her particular house sank about 4 inches, 
and the whole house collapsed. 

Mr. Corr. The house ¢o!lapsed ? 

Mrs. SzruKa. It went down like this. 

Mr. Apponiz1o. You mean it sagged in the center? 

Mrs. SztuKa. Well, that’s collapsed to us. 

Mr. Rarns. Let us get a little more definite statement in the record. 

How many homes in this project? 

Mrs. Szruxa. About 150. 

Mr. Rarns. Are they VA or FHA? 

Mrs. Szruxa. Both. 
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Mr. Rarns. And the homes you are testifying about were built either 
by FHA- or VA-guaranteed loans; is that correct ¢ 

Mrs. Szruxa. That is correct. 

Mr. Ratns. Who was the builder? 

Mrs. SzruKa. Max Sneddon. 

Mr. Gamsiz. Where is his office ? 

Mrs. Szruxa. For a while, when the houses were being constructed, 
it was right on the property in one of the preexisting farmhouses. 
Since then he has moved, and he says he has no office. All you can 
do is reach him through a secretarial office by phone. 

Mr. Ratns. Where does he live ? 

Mrs. SzruKa. In Wantagh. 

Mr. GaMsir. How can we reach him? 

Mrs. Szruxa. In Wantagh. 

Mr. Rarns. Is he building any more houses now, any other project 
that you know of? 

Mrs. SzruKa. He is contemplating another one. 

Mr. Rarns. But it is not under construction ¢ 

Mrs. Szruka. Not that I know of. 

Mr. Ratns. Will you proceed now. 

Mrs. SzruKka. He fixed it, but we took pictures of it when this col- 
lapsed. It could not have been done so if there was an FHA inspec- 
tion, because the shim—they call it a shim which belongs in between 
the concrete footing there. It was a piece of slate. It was never 
put in. 

Mr. Apponiz10. Have you got any pictures of it? 

Mrs. Szruka. I don’t have them with us, but we can send them in. 
Right away he went there so quick to fix it because he knew it was 
wrong. 

Mr. Rains. Is that only this one house ? 

Mrs. SzruKa. That’s one house. We don’t know the others. 

Then we have a picture here in the paper of improper grading 
where the back yards are just streams of water. 

Mr. Rarns. Does that condition still exist ¢ 

Mrs. Szruka. Yes; it has never been fixed. We sent him a letter 
about it and asked him to have it fixed. We have not received an 
answer or anything about that. We had quite a bit of trouble. We 
wrote the Federal Housing Administrator. We sent a man down 
there and he delivered the letter personally. We got a very nice 
letter back saying that they would take care of it. 

They referred it to the New York office. A couple of days later, a 
week later, an FHA inspector came out, looked around and asked a 
couple of the women if what had been done was satisfactory. They 
said “No, that nothing was done.” He went back, and we got a letter 
shorthly afterward—I am so nervous. 

Mr. Rains. Just take your time. 

Mrs. SzruKa. From James F. Neville, the zone commissioner, that 
the New York office had said that we were getting very good results 
from our letter that we had sent. We never even got anything done. 

Mr. Rarns. How long ago was that ? 

Mrs. SztuKa. This letter was written on August 24, 1951. 

Mr. Rains. Have you heard anything further from either the 
builder or the FHA? 
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Mrs. Szruxa. We just gave up. The water pours into the base- 
ments. They are porous. 

We don’t have 4 inches of concrete foundation either because | 
hammered a hole in it and it is only about that thick gators, LP 

Mr. Rarns. Do you have the prepared list of the various complaints 
that you have in your community that you are going to submit to the 
committee ? 

Mrs. Szruxa. I don’t have it with me, but we plan to give it to Mr. 
Greenwood. 

Mr. Rarns. He will submit it to the committee for you. If you 
will outline the complaints specifically. 

Mrs. Mete. I would like to say something with regard to the quality 
of the inspection of the FHA. I was not in my house when it was 
inspected by the FHA. Therefore, as far as I am concerned, it is 
hearsay. The builder told me it would be inspected by the FHA. 

Mr. Rains. But you don’t know whether it was or not? 

Mrs. Meter. I have no certificates to prove it or any such thing. 
However, Mr. Farington, of the bank that is—— 

Mr. Greenwoop. Which bank? 

Mrs. Metz. Meadowbrook, in Freeport. He said that my house was 
inspected by the FHA. 

There are lots of things which are not visible to the eye, I know 
that. However, I have much less experience than any building in- 
spector, and when my basement had a crack running from one end to 
the other and back and forth, criss-crossing all over the place, all I had 
to do was look at the crack; and instead of havi ing 4 inches specified 
concrete floor, I have that much | indicating]. 

Mr. Cote. About an inch or an inch and a half. 

Mrs. Szruxa. I would say a half inch of homogenous concrete and 
a half inch of gravel. You can poke your finger and dig the sand out. 

I also found that one room was terrifically cold. If an FHA in- 
spector was in my house, how could he fail to go up into the attic? 
There wasn’t a drop of insulation. It wasn’t the 2 inches that was 
specified. It was just plain bare ceiling. He could have seen that 
much. 

Mr. Rarns. That is right. 

Mrs. Meter. The same thing in my living-room window. There lias 
been so much water coming in that the window sill is approximately 
a 4-inch board. It is molded from one end to the other. Yet nobody 
reported that. 

Mr. Cote. How long have you been in your house ? 

Mrs. Mexr. Since the 11th of October. It molded 

Mr. Corx. The 11th? 

Mrs. Meter. Yes. That window condition was there before. The 
window condition existed before. The insulation condition was there 
when we moved in. The basement, of course, happened a week after 
occupancy. Similarly, there is a hole in the basement wall which 
had been patched up with concrete. Every time it rains in that 
direction that wall gets wet all around that hole. 

I also have a problem with the drainage. I was told that there was 
a man digging a dry well at the back of my property. That man was 
digging the dry well under the stipulation of the FHA that there had 
to be so many dry wells for so many houses. I didn’t speak to the 
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man other than to know that he was digging it. That’s what he told 
me. However, they are building houses again in back of us. 

The houses in back of us are graded higher than ours, so we have 
had water within 10 feet of the patio, say within 3 feet of one corner 
of my house. We have dug holes 7 feet deep to hit sand and let that 
water out. 

It is not my responsibility. I called the builder. I had him in. 
He said, “Why, these homes have been approved by the FHA for 
grading ¢ 

Mr. Rarns. For what? 

Mrs. Metre. That they have been graded and approved by the FHA 
and accepted as they are. It seems to me that it was obvious when 
we first moved in that the grading was not proper. 

What happens to the FHA man that looked? Isn’t he a repre- 
sentative of our Government ? 

Mr. Ratrns. That is right, indeed. 

Mrs. Mee. As such you should be able to rely on him. 

Mr. Ratns. He should at least make the inspection that is required 
and necessary and should be able to determine that the house conforms 
to specifications when he makes it. I agree with you thoroughly and 
the committee does. 

Do you have any statement ? 

Mrs. Suarer. Not any more than what the others said. 

Mr. Rarns. Thank you very much. 

The next witness is Mr. Coffey of the Best Homes, Inc. 


STATEMENTS OF STEPHEN A. COFFEY AND MRS. WINIFRED M. 
COFFEY, MERRICK, LONG ISLAND, N. Y. 


Mr. Ratns. Mr. Coffey. 

Mr. Corrry. The builder in this case is Best Homes, Inc., Monte 
Ageloff, president. 

Mr. Gampte. Their address? 

Mr. Correy. Liones Avenue, Merrick, Long Island. 

Mr. Rains. Whom do you represent ? 

Mr. Corrry. I represent and have a petition here that was sub- 
mitted in November of 1947. 

Mr. Coir. To whom ? 

Mr. Corrry. It was represented and presented to the VA. 

Mr. Rats. In 1947? 

Mr. Correy. Yes, sir. The Williamsburg Savings Bank, the Office 
of Housing Expediter, who were operating for the FHA—they are a 
division of the FHA—Franklin Square National Bank, to the builder, 
Monte Agaloff personally, and it was presented to the Department of 
Justice. 

Mr. Rarns. It was presented to the Department of Justice? 

Mr. Corrry. That is right. 

Mr. Rats. Tell me this: These apparently are both FHA and VA 
insured homes; is that correct ? 

Mr. Corrry. At that time, the OHE was operating for the FHA. 
They are one and the same, but the technical name was Office of Hous- 
ing Expediter. 

Mr. Gampie. Was that under Wilson Wyatt? 
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Mr. Corrry. That is right. 

Mr. Rarns. I don’t remember that there was any type of insurance 
under the Office of the Housing Expediter. 

Mr. Corrry. There was to this extent. At the date of the closing, 
we were guaranteed by the bank and the VA that we were completely 
covered by the Office of Housing Expediter, which, due to the demand 
of work on the FHA, were working as a subdivision of the FHA. 

Mr. Rarns. I remember those days all right. I never could re- 
member any act that gave anyone the authority to guarantee mortgage 
insurance, other than the FHA and VA. I would be very interested 
in going into that. 

(Discussion off the record.) 

Mr. Ratns. Go ahead and tell us your story. 

Mr. Corrry. There was one little notice in the paper which we hap- 
pened to notice. We were not aware of the procedure. We just 
gathered our papers together. I have files running back to 1947. I 
won't go into everything. I will sum it up this way: That I have here 
a letter from the Office of Housing Expediter, in which he states the 
omissions—I am not bringing in faults or defects—in the amount of 
$600. 

The $600 was used just as a basis to start prosecution, at which time 
he estimated the cost would run between $1,500 and $2,000. 

Mr. Ratns. Who did? 

Mr. Corrry. The Office of Housing Expediter, Mr. Vaughan. 

Mr. Cotz. Can we get the background as to what the house was and 
who built it? 

Mr. Rats. Yes; let us go into that. Give us the background of 
the project. 

Mr. Corrry. The home was built by Best Homes, Inc. 

Mr. Corr. How financed ‘ 

Mr. Correy. We put down 10 percent. It was $11,250. 

Mr. Corr. Did they finance it themselves? 

Mr. Correy. No. Then we financed through the Williamsburg, 
with a guaranty of $1,500, a loan guaranty by the VA. 

Mr. Corr. By the VA? 

Mr. Corrry. Yes; they guaranteed a $1,500 loan. 

Mr. Rats. That was VA-guaranteed part, then, was it not, instead 
of FHA? 

Mr. Correy. That is right. 

Mr. Rarns. Go ahead with your problem, sir. 

Mr. Corrry. We got our plans and specifications which we were 
supposed to get at the closing, after letters to the banks, to the VA, to 
the Office of Housing Expediter, and so forth. We insisted upon 
getting them and we finally got them about a year and a half late. 
When we went to the VA, on May 16, 1950, insisting upon making a 
comparison at the time the Justice Department got into the case, a Mr. 
Bauer was the attorney for the VA and he called in a man by the 
name of Beebe, who is supposed to be the technical adviser. 

They brought out the file for this particular case. They had three 
different drawings, none of which was the correct drawing. 

Mr. Harrison, a lawyer for the Veterans’ Administration, got into 
the case, and he asked me where he could get the plans and specifica- 
tions. Inasmuch as I had signed a letter for the Williamsburg Sav- 
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ings Bank to procure the plans and specifications from the Office of 
Housing Expediter, I told him to go there, which he did. He admit- 
ted that the plans and specific: ations that he is using are the ones that 
I originally signed for in the Williamsburg Bank. 

The omissions in the house number five windows and three doors. 
There is no second floor—— 

Mr. Cote. What do you mean “omissions,” sir? 

Mr. Corrry. They are left out, the difference between the plans and 
what we got. We have produced this for the Department of Justice. 
We have the pictures here. We would not take your time unless you 
wish it. We have our plans here. They admit to everything. The 
Department of Justice admits to everything. 

I will state now that up to this moment, when we left home, the 
home was never inspected by the VA, although starting on May 16, 
1950, when the VA was supposed to be making an investigation, up 
to the time we left our home nobody has investigated it. But they 
have submitted a report to the district attorney, the Federal district 
attorney. We haven't been able to get that report. 

I rhake a statement now that the VA investigation cannot, under 
any circumstances, say that there are not violations, when we have 
right here—which I can show you—a letter from the Office of Hous- 
ing Expediter’s Office, Mr. Vaughan, stating that there are violations 
up to the sum of $600 which was sufficient, as I said, to start a case. 

The point I wish to bring out is that I happen to have here a copy, 
which was made up by the FHA’s appraiser for the Office of Housing 
Expediter. This copy was made up to determine whether or not 
there was any substantial reason or cause for an investigation. This 
can be checked. The typing on it can be checked by the FBI to show 
whether or not that is an official transcript which is in the Office of the 
Housing Expediter’s file. 

Mr. Ratns. Let me ask you somethng. You are talking about a 
criminal prosecution. This committee is not in a position to interfere 
with the Federal courts’ criminal prosecution. What we are inter- 
ested in is to help correct our housing deficiency. 

Is there a Federal case in the courts pending on this particular deal ? 

Mr. Corrry. I am sorry to say that with all this evidence, at this 
moment I haven’t heard anything, except that they will not prosecute. 
I have tried. I wrote to Mr. Parker 

Mr. DotuinGer. The United States attorney ? 

Mr. Corrry. That is right. 

Mr. Rains. We don’t want to get into his business. That is out 
of our line. 

Mr. Correy. I have followed the procedure right up to this moment 
wherein I have here something which is extraordinary. That is the 
true and accurate cost, signed by the builder, for our home. That is a 
complete itemization, an itemized breakdown. The Federal district 
attorney’s office— 

Mr. Rarns. Perhaps you have a criminal case. 

Mr. Corrrey. The Justice Department states—— 

Mr. Rains. When you get down to the criminal part, you have to say 
it is deliberate, premeditated, and all those things. However, it ap- 
pears you do not have what you bought by any manner or means, 
from the record itself, because they seem to admit that, don’t they ? 
Even the VA admits—— 
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Mr. Corrry. No, the VA states that there is no case. 

I will make the next step, that a Mr. Charles Onora, a graduate 
architect, was the field engineer for the Williamsburg bank. At that 
time it was required that the lending institution, the Williamsburg 
Savings Bank im this case, have their own engineering department. 
Mr. Onora was the field investigator. 

Mr. Onora called me—I haven’t been in touch with him or heard 
from him in a couple of years—but he called me a month ago and he 
said, “What’s happening with your house? I was called to the VA to 
make a statement.” 

I said, “When could I see you?” He saw me about a week ago in 
person. I didn’t want to be talking over the ‘phone. I wanted to find 
out if it was a case of an axe to grind or something like that. He had 
been called by Mr. Good, who was the field examiner, a lawyer for 
the VA. 

According to Mr. Onora, a compilation of statements and answers 
were made up for Mr. Onora to sign. Mr. Onora said he would make 
up his own statements and questions and sign that. He wasn’t going 
to be told anything. He will testify any time, any place, that he 
notified the Williamsburg and in their records, which in turn was 
referred to the VA, of the complete list of faults and omissions in 
this home. 

We have gone as far as to go to Mr. Charles Dietrich, who is the 
assistant loan guaranty officer for the Veterans’ Administration in 
New York. We requested that he remove the guaranty of loan and 
bring ittoa head. He refused. 

He had written on a piece of paper his name, address, phone num- 
ber and extension. During our discussion, he made a statement that 
he was only interested in the banks. I took the piece of paper that 
he gave me and turned it over, and on the other side I wrote out 
everything he had said, and I said, “I am going to read this to you 
and ask you if that is what you mean.” 

I read it to him. I have the day, the date and the time. He said, 
“Sure, that’s what I mean.” To tie that in that it isn’t just talk, I 
have here a transeript that was made on the day that I went to the 
VA office. 

Mr. Rains. Let me ask you something. Of course, you have a long 
ramified deal. I can unwind yours in about 3 minutes if you will let 
me tell you. We would like to go all through it, but you have more 
than this committee can take the time to hear. 

In the first place, what it appears that you have is a guaranteed VA 
loan, not the house VA guaranteed, but the loan VA guaranteed. 
Even though I don’t know the man in the VA, and I think he was. 
very indiscreet in making that kind of a statement, I will simply say 
that legally the only tie between the VA is with the bank. They 
guarantee the payment. 

One other thing. They are also responsible for the inspection, to 
see that it measures up to the qualities set out. It is apparent that it 
doesn’t do that. In the first place, it is apparent to this committee, 
I think, that the inspection was faulty and bad, or a failure, or an 
omission, Whatever you want to call it. 

I can’t understand why you can’t go back on your bank and sue 
them or sue the builder for this omission because that’s who your 
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contract actually is with on the house. The other is merely on guaran- 
teeing the insurance. . 

Mr. Corrry. In this file here is the statement by the Office of Hous- 
ing Expediter, when he investigated—this, incidentally, is a copy of 
the request by the builder to increase the cost of all the items that he 
was going to put in, which are omissions. 

Tam not tal cing about defects. We have a 1-inch cellar floor instead 
of four. This is to Mr. Elwood, acting regional compliance officer, 
from John G. Vaughan, Jr., special assistant. 

Technical report, and so forth, violations, omission of attic floor, 
and so forth. 

Mr. Ratns. I don’t think there is any doubt but that that is proven 
and admitted. 

Mr. Corrry. Omission of cabinets, omission of archway, omission 
of approximately 4 feet of gutter and leader, omission of water- 
proofing; substitution ; substitution of used doors and frames, sub- 
stitution of inadequately sized front and back stoop, insufficient grad- 
ing toconform. He goes on to say that flagrant violations of a state- 
ment the builder made in the letter of October 23— 

Mr. Rains. That is why I say, you have a suit against the builder. 
Your contract is with the builder and not with the Federal Govern- 
ment. You don’t have any contract with the Federal Government at 
all. You have no contract with the VA. Nobody does in the entire 
United States. I am trying to straighten out the legal end of it for 
you. 

Mr. Corrry. But if we requested the withdrawal of the guaranty 
of loan-——— 

Mr. Rains. You ask a good question there. I don’t know about 
that. 

Mr. Correy. We asked them to withdraw the guaranty of the loan, 
the expenditure of Government moneys illegally. 

Mr. Ratns. We will be glad to check into it. I don’t know the 
answer to it. 

Mr. Corrry. They refused to do it. 

Mr. Cote. I see no reason why we can’t take this case as we are tak- 
ing the other cases. I see also no reason that we go into the other 
phases of it. We will take this up as we do the rest of them. He has 
provided us with enough information to show us that there is some- 
thing wrong. 

Mr. Rarns. Can we have that transcript or part of it, or do you 
need it ? 

Mr. Correry. I can state this: That Mr. DuPree, who is the chief 
counsel for the OHE, wrote to me that there are no violations. 

Mr. Corr. We are interested in whether there are violations. 

Mr. Corrry. I have taken each thing in the sequence of steps. 

Mr. Cote. Is there a violation? What is the violation and what did 
happen? That’s all we want to know. Then we will go from there. 
We are not interested in what Ed DuPree says. We hear him before 
the committee all the time. 

Mr. Corrry. Are the Office of Housing Expediter files open to you? 

Mr. Rains. Yes. 

Mr. Corrry. In that file he ean show you where there was no viola- 
tion, but he withdrew that and then went ahead with an investigation. 
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Mr. Rains. Any file is open to this committee. We have the power 
of subpena if we want them. 

Mr. Corrry. He could show you a letter sent to me in which there 
were no violations 

Mr. Rarns. Give us one letter which will identify the case and we 
will look into the file for you. 

Mrs. Correy. Our original complaints were with the bank and when 
the bank gave us no satisfaction, we went to the veterans. The thing 
that I can’t understand is that at the time I went to see Mr. Harrison, 
he had a long, drawn-out questionnaire for me to sign and seal and 
all that. 

All I asked him was, I said, “You are an attorney with the VA?” 
He said, “Yes.” 

I said, “Tell me, are you there to protect the veteran or are you pro- 
tecting the VA? Which side are you on?” 

He said, “I am the VA. I have nothing to do with the veteran.” 

Well, who does? 

Mr. Rains. That is a good question. 

I will tell you he was telling you the truth. As a lawyer, he is hired 
by the VA to represent the VA. However, in this kind of business, 
that is hard for people to understand, I know. But you have the 
right to have your own lawyer to represent you. The Government 
doesn’t pay for anybody’s lawyer. You pay for your own. 

Mrs. Correy. You get your loan through the VA. 

Mr. Rarns. No, you get your loan through a bank. It is not Gov- 
ernment money. It is all private money, and all the Government 
does it to say to that bank: “If you lend this veteran this money, if 
he doesn’t pay it, we will pay it.” That’s all there is to it. 

Mr. Coir. We have an obligation and duty as a congressional com- 
mittee to see to it that the VA has done the things which by law they 
are required to do. Those things are proper inspection, proper cer- 
tification, and soon. That is all we can do. All we can do is to see 
that they have done it. If they haven’t done it, we want to know why. 
We want to know what can be done to remedy the situation if they 
have done it erroneously. 

Mrs. Correr. By the time they get out to inspect our house, we will 
probably have a new house, by the time we get through fixing it. 

Mr. Corrry. We are fighting against the statute of limitations. I 
make the statement here unqualifiedly that the Department of Jus- 
tice, May 16, 1950—as a matter of fact, right now, I have been trying 
since November to see either Mr. Parker or the man—Mr. Parker 
said he did not do it. The Chief of the Criminal Division, Mr. 
Percy, did. 

Mr. Rarns. That is outside our jurisdiction. 

Mr. Corrry. This is Government evidence. It isn’t ours. Where 
do you go for correction ? 

Mrs. Correy. Our meetings with the VA took place in the office of 
the district attorney. 

Mr. Rarns. You are confused about the situation. We are going 
to try to help you straighten it out. After all, I think your problem 
was with your builder. But this committee is going to check into it 
and see if we can help you straighten that out. We will see Mr. 
DuPree’s file and we will see if we can help you straighten it out. 
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Mr. Dotiincer. If what you say is correct, your builder had a lot of 
gall to call his homes the Best Homes. 

Mr. Corrry. The data that we have should be in that file. The 
question is, Is it? 

Mr. Rains. We will find it and if it is not, we will call on you. 

Mr. Corrry. I can state this: A year ago there wasn’t a letter or 
anything we had written to the VA in the file. They didn’t have a 
thing. 

Mr. Rains. I think we can find it, Mr. Coffey. If we can’t, we will 
ask you to submit that. 

Mrs. Corrrey. They said they didn’t have a copy of our petition. 

Mr. Corrry. There is not a thing in the file. 

Mr. Rats. Why don’t you give us the file? You let us have the 
file and we will see what we can do with it. We can’t operate without 
any information. 

What I am trying to tell you is that we can get the entire transac- 
tion and we will check into it for you. 

Mr. Corrry. Thank you. 

Mr. Wipnav. There is a congressional committee set up to investi- 
gate the Justice Department right now. If you have a complaint 

against them, you can take it before that committee. 

Mr. Correy. May I state this: that I intend submitting the evidence 

here which shows $600 difference on one house, whereas there were 22. 

I think it is a case of income tax, too. I am not getting anywhere 
with it. 

Mr. Rats. That is out of our line. 

The next witness is from Knickerbocker Homes. 


STATEMENT OF DANIEL GALANAUGH, UNIONDALE, 
LONG ISLAND, N. Y. 


Mr. GaLanaucu. I have with me Fred Enck, 875 Ditmas Avenue, 
Uniondale, Long Island. 

We represent and act as a committee for 168 home owners. These 
homes were backed by the VA and the FHA. We have been in there, 
some of us, almost a year. I have been, myself, since the 27th of July 
1951. 

The builder has incompleted his contract insofar as the finishing of 
the homes. He has now moved himself and his equipment into Hicks- 
ville, where he is starting another development. 

Mr. Rains. What is the name of the builder? 

Mr. GaLanaucHu. Gable Homes, Inc. He builds Knickerbocker 
Homes. We have sent a petition to the VA, on which we have 75 
signatures. As I say, there are 168 families in the development. 

Three of us have taken the initiative to go around and get this peti- 
tion. We worked on the petition approximately a week, and we 
secured 75 names. We devoted our time to it. We could have gotten 
all of them, but we wanted to get this off our hands as soon as possible 
because time is running out. 

We have found that the heating installed in all of the homes is 
improper. 

Mr. Rarns. Let me ask you a question. Does it meet specifications 
or not? 

Mr. GaLtanavenu. We don’t know what the specifications were. 
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Mr. Ratns. Did you have a VA inspection of it ? 

Mr. GaLanauGH. No, sir. To my knowledge, no one has been out 
there. 

Mr. Rarns. Go ahead. 

Mr. GaLanavueH. In the homes, I had it brought up to the company 
which supplies us with oil, and their heating engineer said that the 
installation is improper. That is Mr. Winetsky of Consumer Oil Co. 
They have been kicking this thing back and forth. We are consuming 
a lot of oil and nobody is getting any satisfaction. 

Mr. Coir. How much oil do you consume? 

Mr. GaLanavueH. Up to the present time, it has run to $150 in 6 
months. 

Mr. Gamez. What is it in volume? 

Mr. GaLanaucGH. In volume—I just don’t have the figures with me. 

Mr. Core. How large a house? 

Mr. Gatanaveu. I happen to havea six-room house, which is a 114- 
story affair, with one completed room upstairs and a partial bath. The 
other model is a two-bedroom model. They have nothing completed 
upstairs. 

Mr. Core. Let us stay on the heating a moment. You say that the 
heating units are not installed satisfactorily ? 

Mr. GaLANnauGH. From the standpoint of heating units it is, ac- 
cording to the Paragon Co.; the unit is adequate enough to heat the 
house, 

Mr. Coir. Your judgment is that it is improper installation ? 

Mr. GALANAUGH. Yes; that is what I received direct from the heat- 
ing engineer from Consumer Oil Co. 

The builder himself, who is a Mr. Schonfield, was there. Also his 
building superintendent was there. They came in and they in turn 
condemned the Consumer Oil Co. for not setting the controls properly, 
and therefore we would consume more oil, of course, increasing the 
expense of operation with no satisfaction. 

Mr. Corxz. Does it heat the house but uses too much oil? 

Mr. Gatanauen. It doesn’t heat the house. We cannot get above 
69° regardless of the outside temperature. 

Mr. Enox. On a day like this morning, my house was 62. I have 
four children, and it is pretty cold. Upstairs is 50 or 58, something 
like that. 

Mr. GaLanaveGn. I went a little further into the matter myself 
because I was told that the supply and return tees were installed im- 
properly. On the set-up there, they have an open tee on the feed line 
and which is a feed tee, which is supposedly a deflector to supply 
the hot water asa tee. They have that on the return line. Therefore, 
according to the information I could receive, the flow is bucking 
against the feed or vice versa, and we are not getting any satisfaction. 
The water is circulating through the basement approximately 10 to 
12 times before it is going up the radiators. 

This condition exists in all of the homes. They have come around 
and pushed the pressure on the boiler up to an extent where it is 
considered dangerous. 

Mr. Core. Are there any other defects? 

Mr. GaLanateH. Windows, which they feature as a California 
window; it is completely inadequate. It is not calked. The rain 
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just comes through there to the extent that it is warping the sup- 
posedly hardwood floors in the dinette. 

Also where the side walls meet the eaves of the house on the roof, 
there is just nothing there. If you would go up there and look out, 
you can see daylight to the extent of 4 to 6 inches up on the eaves. 

There are other conditions which we have enumerated in our com- 
plaint to the VA. 

Mr. Ratns. Do you have a list of those complaints to file with us? 

Mr. GALANAUGH. Yes, sir. 

Mr. Rarns. If you can’t give them to us, give them to Mr. Green- 
wood. 

Mr. Encx. One thing which would interest you is the financial 
end of this business. It seems that everybody that has closed the 
came type of houses, the two-bedroom style—every closing fee that 
everybody has seems to be different. It all varies. We have one 
fellow with us that has had to pay on his closing fees $94 to his lawyer, 
with no explanation what it is for. 

Mr. GamsBis. You mean the bank’s lawyer ? 

Mr. Encx. No, the builder’s lawyer. He has the checks. There 
is no explanation why he had to pay that or what it is for. While 
we are at it, which I don’t understand myself— 

Mr. GreENwoop. What is the variation in those fees ? 

Mr. GaLanavueu. They very from $100 to $300 in closing fees alone. 

Mr. Gamsie. What does the contract call for? 

Mr. Encx. That’s what Iam saying. The contracts, like my own, 
called for $160 odd. Some paid $210. Others paid $300. This one 
fellow with me here has paid twice. He has paid almost three-hun- 
dred-and-some-odd dollars on closing fees, which is what we can’t 
make out as to the difference. 

The house I bought—I was one of the first in there—it ran for 
$11,090. The same house within a year has varied that this fellow, 
who has the same house that I paid 

Mr. GatanavueH. I paid $12,990. 

Mr. Encx. The fellow in the next row has paid $13,000 something 
for the same house. 

Mr. Rains. They are going up all the time. We can’t set the prices 
on them, you realize. ‘That might have something to do with what 
you are talking about. It is possible that the man who got the $300 
fee might have been based on a percentage, no doubt, and we would 
be interested in having you furnish this committee with a letter in 
which you set out the variation in those fees. 

Mr. Gauanaven. At the closing we were told that there would be a 
representative there from the VA. When we went to a closing—in 
feet, the situation arose where the builder told us you could take oc- 
cupancy of the house, say, the Ist of May. It went on in some cases 
to the end of August or July. In a lot of the cases, the fellow is in 
the sarfie position as ourselves, had’ leased’ apartments or had rented 
apartments. 

Mr. Rains. That is out of our line. That is a contract between 
you and your builder. 

Mr. GavanaveH. I understand that. 
Mr. Rains. We can’t handle that. 
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Mr. Gananaven. The point I would like to bring out is that they 
led everybody to believe that the VA was handling the matter and 
there was no VA representative either at the closing. 

Mr. Rarns. Who did that, the builder ¢ 

Mr. GaLanauen. The representative for the builder. 

Mr. Rains. We have his name, haven’t we? 

Mr. GaLanauGu. Yes, sir. 

Mr. Wwnaxt. Did you get copies of the closing statements ¢ 

Mr. GaLanauaH. Yes, sir. 

Mr. Encx. We got copies. As far as occupancy certificates or any- 
thing like that, there hasn’t been any of it that any of us got. This 
fellow got it because he sent for them. He has where it was supposed 
to be inspected, his oil burner hoop-up and electric, all work was sup- 
posed to be inspected and approved. 

It wasn’t even in at the date that it was signed for as being inspected. 

Mr. Rarns. It was supposed to be inspected ? 

Mr. Encx. That is right. 

Mr. Rarns. File your information with the committee and write us 
a letter about those variations and we will check those for you and be 
glad to do it. 

We appreciate your coming. 

I would like to hear the gentleman who was the builder. 


STATEMENT OF LAWRENCE INGOGLIA, FREEPORT, 
LONG ISLAND, N. Y. 


Mr. Rarns. Are you the builder they were testifying about this 
morning ? 

Mr. INncootta. Yes, sir. 

Mr. Rains. Those two projects, as I recall them, were Legion Park 
Homes, and what was the other one? 

Mr. Incoer1a. Central Island Homes. 

Mr. Rarns. Did you hear the testimony of the witnesses this morn- 
ing with reference to the conditions existing at those places? 

Mr. Incoatta. I did. 

Mr. Rarns. First of all, what kind of specifications or preproject 
arrangements did you have with the VA before you launched on this 
building ? 

Mr. Crater. My name is William F. Clair, 1 East Main Street, Bay 
Shore. 

Mr. Rarns. You are the attorney for Mr. Ingoglia? 

Mr. Crarr. It is not a question not answering your question, Mr. 
Chairman, but we wish to clarify the three types of jobs that are done 
in this project. We have Legion Park section No. 1, which was done 
under title I, class 3. 

Mr. Rains. Title I of FHA? 

Mr. Crair. Yes, class 3, which was the type of loan which was in- 
sured on a cumulative basis to a lending institution. There were no 
FHA inspections, but there was a bank inspection. 

Mr. Rains. That is under the old title I of the act? 

Mr. Cuarr. That is right. We also had Legion Park section No. II, 
which was done under title I, section 6, which is a new section of the 
Federal Housing Act. 

Mr. Rarns. The 1950 act? 
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Mr. Cratr. Yes, sir. That, incidentally, was again a section of the 
act which permitted an unfinished house, and it covered for rural and 
outlying areas. 

The price on those houses was $4,995 up to $5,300, including closing 
costs. The price on Legion Park, section No. I, was $4,795; in other 
words $4,795. 

On Central Island Homes, that was a 501 or a VA project, the house 
being $8,990, or thereabouts. 

Mr, Rains. That was a VA inspected ? 

Mr. Cuarr. Yes. Likewise the title I, section 8 section of the 1950 
act, was an FHA inspected house. Title I, section 8, does not qualify 
for a VA loan, nor does it qualify under title L-2 (203) of the Hous- 
ing Act. The specifications as outlined were basically set down by 
the Congress when they wrote title I, section 8, stating that it being 
for rural and outlying areas, there were minimum requirements for 
low-cost housing. 

Mr. Ratns. Let me ask one question. We have to go back and re- 
member the times when that was enacted into law because the great 
urgency was to get houses of some kind. Away in the outlying areas 
it was not possible to get the FHA guaranteed loans. It was that 
idea that caused the Congress to enact that type of legislation. 

Did you advertise these homes as being FHA inspected and VA 
inspected homes, or did you advertise them as being built under this 
section of the act ? 

Mr. Cram. Two sections. 

Mr. Inaoatta. Yes. The second section was inspected by the FHA. 

Mr. Rarns. I am talking about the first section, that was not in- 
spected. 

Mr. Incoet1a. No: that was not. 

Mr. Rarns. Did you advertise that it was inspected by FHA or 
give these people that impression ? 

Mr. Incoer1a. I am quite sure I did not. 

Mr. Rains. Of course, that would have been wrong to have done it 
because, as a matter of fact, it was not FHA inspected, was it ¢ 

Mr. Incootra. FHA insured, probably, but not inspected. 

Mr. Rarns. The veteran has the impression so often that if it is 
FHA guaranteed, that is FHA inspected under this old title I. I 
think that would be a very misleading statement because the act did 
not provide for FHA inspection under which those extremely cheap 
houses that you talked about were built. It did provide for an FHA- 
guaranteed loan, of course. 

Mr. Incootta. May I make a statement ? 

Mr. Ratns. Yes, sir. 

Mr. Incoert1a. I am an officer of the Legion Park Development. 
These houses sold for $3,795 to $5,295. Each of these houses was on 
a plot of land either 60 by 125 or 75 by 100. 

I would like to first make clear that the number of houses built in 
the last 3 years in this area were 273. I would also like to state that 
all of these houses were insured by the FHA. ‘This type of financing 
was made possible through title I financing. 

If you will refer to a copy of the act, you will note therein that 
there is mentioned that this type of housing is low cost, inasmuch as 
the act permits a mortgage to be placed on houses that are incomplete, 
the maximum mortgage of which was $4,750. 
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It is unfortunate that in an investigation of this type the satisfied 
home owners never come forward, but one only hears from the small 
group that are dissatisfied. I don’t know who the associations repre- 
sent or their number. I do know that I have over 80 individual 
signed statements from buyers in the development that they are satis- 
fied with the construction of the house. 

Mr. Greenwoop. Eighty out of how many? 

Mr. Incoeiia. Out of 273. And more ‘such signatures could be 
secured if time were available. Over 6 months ago, this particular 
group that comes before you complained to the district attorney’s 
office, claiming that they had been misrepresented. The district at- 
torney’s office made a thorough 3-week investigation, interviewing 
more than 100 families. After that was done, we met at his office 
with the committee. At that time I had all of my subcontractors there 
with me. 

The committee had complained of poor drinking water, small 
cesspools, and roads principally. The conclusion of the district at- 
torney was that there was no fraud perpetrated. He found that 
many of the complaints were unfounded, and most of the people inter- 
viewed were substantially satisfied with the construction of their 
houses, so much so that they were unwilling to resell for the same price 
they purchased. 

Mr. Greenwoop. Who was the district attorney ? 

Mr. Incoei1a. Mr. Henry, the present district attorney. 

Mr. Rarns. The district attorney is supposed to be looking at the 
criminal end of it. We are looking to see if the VA officials and the- 
FHA officials, if they carried out their duties properly, and if the law 
is being properly administered by them. 

I would not want it to appear that because he did not find anything, 
that meant it was a clear deal. He is not charged with that re- 
sponsibility. 

You may proceed. 

Mr. Incoer1a. About 10 home owners complained of poor drinking 
water. A representative of the board of health was sent to take an 
analysis of that water. Letters were sent directly ‘to the: people who 
had complained. There was not one single person in the development 
whose water was polluted. 

As to the cesspools, it was found that the board of health was the 
only group that had control over the size of the cesspools. I was 
going to mention here the fact that the district attorney picked. 15. 
cesspools at random throughout the whole development and mentioned 
what he found. If you would rather I did:not—— 

Mr. Rarns. It is all right to mention it. I just wanted you to. 
understand that we did not take his statement as being a complete in- 
vestigation. 

Mr. Ineoei1a. I wanted to show what was done in the past, taking: 
into consideration it was a low-cost house. 

Mr. Gamsie. How does the’ drinking water come into this? 

Mr. Incootta: It was a well with a pump. 

Mr. Gampsie. That’s the first time that has'come into the testimony. 

Mr. Ineootr1a. The district attorney ge se 15. cesspools: at random 
throughout the whole development. He found these all to be of the 
proper size, excepting three, which happened to be in at low area: of 
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the development and which, when they were brought to our attention, 
we corrected the condition immediately. 

There was some complaint as to the roads. The report shows that, 
that they were in fair condition. Most builders—and I am speaking 
about myself principally now—we generally enter into an agreement 
with the town board. We furnish a bond and they give us a contract, 
with specifications. 

The specifications, a copy of which I have here, state that they are 
to be made to the satisfaction of the superintendent of highways. I 
have obtained, dated 6 months ago, a letter which I have in my pos- 
session here-——— 

Mr. Ratns. Let me ask you a question. Does the FHA inspect the 
off-site improvements, such as roads and so on? 

Mr. Incoeta. Yes. 

Mr. Ratns. The type of road you have must meet their specifica- 
tions ? 

Mr. INcoci1a. Well, under title I, I imagine—I am not certain. 

Mr. Cram. Under section 8 you merely had to provide ingress and 
egress. 

Mr. Incoatra. To continue, regarding the roads, I have a letter 
signed by the superintendent of highways of the town of Babylon, 
to the effect that the roads in this entire development were made 
according to the agreement entered into with the town board, and 
that he was satisfied with the specifications. 

Mr. Rains. We are compelled to admit that a great many of these 
problems. we.are hearing seem to us to be local problems. 

Mr. Inooer1a. I might add that during the course of the develop- 
ment, material being very difficult to obtain and lumber increased 
tremendously. Oil tanks went up 100 percent, and cement went up 
25 percent. Sheet rock went up 100 percent, together with other 
items. 

Mr. Cote. Over what period of time? 

Mr. Ineoett1a. Over a period of 6 months. 

Mr. Cotz. When was that? 

Mr. Ineoaiia. Last year, I believe; from about March to about Sep- 
tember. 

Mr. Wipnawu. Didn’t you have that material contracted for when 
you began your development ? 

Mr. Ineoet1a. No. We just purchased as we proceeded. We did 
not at any time—at no time can anyone in the development claim that 
we charged them one additional penny for any such items. We lived 
up to every contract which we.entered into. 

Gentlemen, please bear in mind that this is approximately a $5,000 
house. Fifty percent of these houses have been up over 21% years. 
Twenty-five percent of these houses have been up over 114 years, and 
25 percent over 1 year. We must not lose sight of the fact that this 
was the first. attempt at low-cost housing as approved by the Housing 
Act, and that the act itself is very liberal as to the construction in view 
of the fact that these houses must necessarily sell for approximately 
$5,000, as the maximum amount insured was $4,750. 

Mr. Rarns. A very low insurance. I would like to say right there, 
that I think Congress was too liberal.with the provisions because I was 
on the committee, and some of these gentlemen were. I can tell you 
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also that the Congress at that time never even envisioned that title I, 
section 8, of the act would be used to build projects. Because that 
title was meant to be used out in the rural areas. Don’t misunder- 
stand me. I don’t say it was not legal, but it never was the idea of 
Congress because, as I recall, the only FHA inspection was to see that 
the construction was sound; you didn’t even have to put in bathtubs. 

We never envisioned the idea that that title would be used in a 
heavily populated area to build a project. 

I think this committee will be very anxious to make some recom- 
mendations to see that kind of thing doesn’t happen again. 

Mr. Ineoerta. In conclusion, I would like to state that an inspec- 
tion by this committee of the work that was done in this low-cost hous- 
ing will reveal that, taking these facts into consideration, these people 
received exactly what they paid for. 

Mr. Rains. Any questions / 

What you say, of course, in substance is that you completed your 
contract, that you have lived up to the specifications. That’s the state- 
ment that you make? 

Mr. Ineoeiia. Yes. 

Mr. Rains. Of course, I have commented, at the time the witnesses 
were on the stand, that it was a very low cost for the houses. That is 
true. 

1 would like to state this for the benefit of the FHA people who are 
present. The real intent and purpose of title I, section 8, and I go 
back to say that you had the right to do it, was for the purpose of 
building this type home not in projects of heavily populated areas, 
but in thinly populated areas in the South. I think that has some- 
thing to do with the troubles you have right here. 

Mr. Incoeui1a. I happen to be the first one in the entire country that 
got the title 1, section 8, approval. 

Mr. Rains. I think it never should have been granted in this area. 
I think it was meant to be used in the South and in the far West, 
where there are broad, open spaces, that type of building. 

Are there any questions? 

Mr. Cuatr. Mr. Chairman; iirst we have distinguished title I, 
class 3, as the unfinished home. Now, as to the second group, title 1, 
section 8, I beg to take exception to your remarks concerning not using 
it for a development, in view of this fact—— 

Mr. Rains. You are talking about the finished product now? 

Mr. Crair. Yes. 

Mr. Rains. What I had reference to was the unfinished deal. 

Mr. Cairn. That was done until title I, class 3. The title I, section 
_8, was a finished house, on a 75 by 100 plot, automatic oil heat, full bath 
shower, gas hot-water heat, combination kitchen sink, fully insulated 
side walls and ceiling, venitian blinds, weather-stripped windows and 
doors, oil heat—I think we mentioned—and many other factors. 

Mr. Rais. I did not make my remarks as applicable to that section 
of it. I had reference to the unfinished. 

Mr. Cuair. Title I, section 8, is effective. Under title I, section 8, 
and for $5,000, we gave this house at that price with all of those 
items in. 

Mr. Cote. That is where I want to ask a question. 

Those plans and specifications were submitted to FHA for ap- 
proval ? 
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Mr. Cuair. Yes, sir. 

Mr. Cortez. And during the construction of those houses, the FHA 
carried on an inspection of the projects ? 

Mr. INnGoatta. Yes, sir. 

Mr. Coir. You almost sell me when I hear you talk about it, you 
understand, and I realize it is low cost. It is an extremely low cost. 
Therefore, I realize, that you could not possibly use the finest of ma- 
terials. We well understand that. All I want to be sure is that the 
plans and specifications which were approved by FHA were actually 
used in these houses. 

Can you state to me, as a matter of fact, that in good faith, so far 
as you know, one way or the other, that in these houses, which were 
title 1 (8), you did follow the plans and specifications to the letter ¢ 

Mr. Ingoerta. We did that. 

Mr. Coir. There was no attempt whatsoever to deviate ? 

Mr. Ineoeria. In any form or fashion. 

Mr. Core. And if you have deviated, it is your idea that it should 
be corrected ? 

Mr. INgoeria. Absolutely. 

Mr. Coie. We will have to judge from what we can find what the 
situation is. That is a fair enough statement. 

If you haven’t done it, then we would ask you to do it and hope that 
you would do it. 

Mr. Cuiarr. May I submit the construction? Although many items 
were permitted to be omitted, the constr uction that is required i is under 
what is called the “400 series of the minimum construction require- 
ments of the FHA,” and they have not yielded, as far as the construc- 
tion, to a cheaper construction. It is double construction housing, but 
it is simply that you are permitted to omit landscaping. You are 
permitted to omit decorating. In fact, under the act practically all 
you have to do is to sheet-rock and put a door on the bathroom. 

Mr. Rains. That is correct. 

Mr. Crate. But for $5,000—that is what Congress probably had in 
mind—for that price this is a completed house as much as possible 
within the price. 

Mr. Gamer. We were trying to break the housing shortage when 
that section was written. We wanted houses as fast as we could get 
them. As the chairman has said, it wasn’t intended for the metro- 
politan areas. 

Mr. Corr, Irrespective of that, to be fair to the builder, that is not 
his fault. 

Mr. Cratr. This is a house that was done under title I, section 8. 
This is a house that was done under title I, class 3. 

Mr. Rains. That is title I, section 8 here. 

Mr. Cuatr. Yes, sir. 

Mr. Rarns. They sold for what ? 

Mr. Crater. That house is not this builder’s. I am showing that 
title I, section 8, houses can be finished houses. 

Mr. Rains. Was that in this area? 

Mr. Cuatr. Yes, sir. 

Mr. Wipnau. Were your houses sold from a sample house ? 

Mr. Incocita. Yes. 

Mr. Criar. There is a big difference in a VA loan or a title IT FHA 
loan and a title I. 
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Mr. Rarns. There is a big difference in the price you pay between 
the two. 

Mr. Curate. Yes, sir. 

Mr. Rarns. The reporter is growing weary and we are running out 
of time. 

Would you like to leave those specifications with the committee ani 
a written statement ? 

Mr. Craik. We did not have a written statement in view of the fact 
that this morning we—we would like to take one moré minute of the 
committee’s time, as to certificates of occupancy or underwriters. 

First of all, a certificate of occupancy can be issued on practically 
a shell in the town of Babylon. We have a right to ask the building 
inspector for a certificate of occupancy when we meet his require- 
ments, regardless of whether we are going to finish the house to greater 
degree or not. 

Mr. Cote. The local inspector ? 

Mr. Craik. That is right. At times when you are doing a develop- 
ment, you may ask for a building inspector to give you 25 or 30 build- 
ing permits. He may come out and keep five, because you are not 
ready. Then, later he will come back and give you those five with 
others. The fact that he didn’t redate them is not necessarily incrim- 
inating, that he gave the building permit before it was ready. 

Incidentally, just for the record, there has been a lot of comment 
on the building inspector in the town of Babylon. I don’t even per- 
sonally know him, but I think it judicially noticed that there,was an 
indictment, yes, but the indictment was dismissed and was not tried. 

As to the fire underwriters’ certificate being issued on a cellar, | 
think that this committee can check with the New York Board of Fire 
Underwriters and I am sure that they will guarantee that no such item 
ever happened because that is outside of FHA or VA, but the New 
York Board of Fire Underwriters make their own inspection. 

Mr. Gampsie. Mr. Attorney, when you get the building permit, does 
the certificate appear at the bottom / 

Mr. Cuatr. No, sir. 

Mr. Gams te. Is the certificate at the bottom ? 

Mr. Cratr. No, sir, two separate documents. 

Mr. Gamsie. You said something about the date. 

Mr. Cratr. I am sure if the committee wants to check with the New 
York Board of Fire Underwriters, they will get substantiation of the 
fact that permits, or electrical underwriters’ certificates, are not issued 
on cellars. 

Some people have brought up the question on their certificates of oc- 
cupancy and electrical underwriters, and 2218, and 17 of the FHA, 
these forms are submitted to the FHA when the lending institution 
asks for insurance. If they are to be had, they are in the files of the 
FHA. It is not the builder’s fault that these people do not have cer- 
tificates of occupancy or electrical underwriters in their possession. 

On a VA loan, they are given to the purchaser, but not on an FHA 
loan. 

Mr. Rarns. Where are they are placed, with the FHA file, or with 
the lending agency # 

Mr. Cuair. They are turned into the lending agency, and I am 
quite sure that they are then forwarded to the Federal Housing 
Administration for their records. 
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With regard to a statement by Mrs. Renk that her husband was 
not finished, I merely wish to state that I am sure that you realize 
that there are some items, such as pumps or electrical plates, toilet 
seats, and blinds that we cannot install before the person closes, but 
intil they take actual possession because we have known cases where 
people have gone around and stolen them from houses. If, at the 
time she said she closed, some items were not there, it is entirely possi- 
ble that they were not there because, to put those things in—some of 
the smaller items can be removed and stolen. I am sure that any 
investigation with the local authorities would show numerous cases 
of these items being stolen from developments. 

Mr. Ratns. Did you put them in after? 

Mr. Cuiatr. Yes. sir. 

Incidentally, of course, one of the things—this builder even went to 
the expense of paying a little additional in closing expenses to the 
attorney on closing—to the bank attorney—so that we might close 
on Saturday, in order that these people, when they are buying a low- 
cost house, would not even have to lose a day’s pay, and it is possible 
that some of the smaller items were left out, knowing that the people 
would not move in on that same day. 

At the closing, every purchaser on these houses signed a statement 
that the house was completed to their satisfaction and according to 
their contract. This letter also stated that they had the right to 
adjourn the closing if they wished, and these letters are on file with 
the Dime Savings Bank of Brooklyn. 

Mr. Rains. Were they informed of that? Having spent many 
vears as a lawyer, I know there is always a lot of trouble comes up 
because you don’t read the fine print down in the contract. 

Mr. Crate. The letter was actually given. IT would say a majority 
of the people were not represented by counsel, and they would sign 
almost anything given to them. That is true. However, we are not 
guardians to see that they have an attorney. 

Mr. Rarns. That is correct. You don’t have that right. 

Mr. Ciarr. No, sir, 

Incidentally, on Central Island, which is a VA job, we did receive 
a letter from the VA that we were to correct certain items. They sent 
out a construction analyst and made an inspection due to some of the 
complaints. The items that they gave us to correct, which, I assure 
vou, on the number of houses, was minor, we corrected. 

As to the statement of the VA inspector being intoxicated, I think 
( is entirely unfair. 

Mr. Rains. We have heard that as pure hearsay. That did not get 
into the record. ¥ 

Mr. Cuatr. It is unfair to maligh a man because he justified himself 
to the New York regional office that the statement was not so. 

As to the FHA jobs, we have never received word from the FHA 
that our project lacked anything that they required. We feel that 
if they did, we would be willing to make corrections where necessary. 
But they have not notified us. 

_ In closing, I wish to show again what can be done in low-cost. hous- 

ing if concentration is put on to it. We have a development right in 

Bay Shore. I realize the committee can’t spend the time in looking 

over a lot of developments, but we would welcome to have them look 
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at what we feel is one of the finest projects for the money that the 
Federal Housing Administration is insuring, and this is under title 
[Tl andisa pecniplatad and thoroughly inspec ted house. 

Mr. Greenwoop. I might say that we have a complaint about that 
Patricia Park. 

Mr. Cuatr. No one occupies the houses. 

Mr. GreENwoop. Apparently someone put some money down. 

Mr. Crate. Are you referring to a veteran / 

Mr. GreeNwoop. I am just interested in what this development is. 

Mr. Crarr. If you mean the question of a veteran who happens to 
be a minor that put down a down payment and now wishes to dis- 
affirm, under statute in New York we are permitted to have a minor 
sign a bond to purchase a house, provided he is a veteran. The statute 
further says that he may be held on that contract and may not dis- 
affirm it. We have a perfect right to exercise our rights under the 
laws of New York State. 

This, sir, is a letter on section 1 and section 2, with regard to the 
fact that the roads of that development, which is Legion Park, section 
| and section 2, that they meet the requirements of the highway super- 
intendent of Babylon. 

Mr. Rats. We are going to take a recess at this time. Thank you 
very much, 

(Recess taken.) 

Mr. Ratns. The committee will be in order. 

The next witness we will have is from the Art Homes, Mr. Meardon 
Sepre. 

(No response. ) 

Mr. Ratns. What is your name? 


STATEMENT OF EVERETT WALTON, ROOSEVELT, LONG ISLAND, N. Y. 


Mr. Warron. Everett Walton. 

I live in Roosevelt, Long Island, in an apartment. 

[am as vitally interested in this problem as the rest of these people. 
That is why"I took it on myself to come up and talk for a couple of 
the civilians who bought homes under the FHA in the Knickerbocker 
Homes. 

You heard the problems of the Knickerbocker Homes. IT would not 
restate them. However, it seems to me that everybody is losing sight 
of the main issue that you peaeerncn? are trying to uncover , the fact 
that a few builders, not all, : i very few, are getting a little greedy. 
They have forgotten that the only good transaction is one in which 
both parties are happy. If the builder makes a buck, no matter how 
much it is, if the guy that bought is happy, it was a good deal. 

When a builder gets greedy, we get unhappy citizens. When 
we get unhappy citizens and we get an unhappy Government, and 
it is just a worse state of affairs “than we ever had. I think that 
if everybody got together on that basis, instead of thinking of 
their leaky roof or their bending floor, if they went to the builder 
and said, “You made a good buck on this. Why don’t you just 
see if you can fix this up for me;” the builder would probably fee] 
pretty good. 
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If the same guy went to that builder and said, “You did a rotten 
job on this house. You have to fix it,” the builder gets antagonistic. 
That’s human nature. 

I think I covered the main issue, and thank you very much. 

Mr. Rains. We appreciate your statement and you hit the nail on 
the head. I would say this, and we will pass on: “We don’t mean 
to infer that all builders in this country have done a bad job. Instead, 
we would like to say that out of the nearly 14 or 15 million homes built, 
the vast majority of them are satisfied customers. 

So to those builders who do not live up to what they should, those 
are the ones we are looking for. 

We appreciate your statement very much. 

Mr. Warron. Thank you very much. 

Mr. Rains. Is Mr. Wisbauer here of Deecar homes? 


STATEMENT OF ROBERT WISBAUER, BAY SHORE, 
LONG ISLAND, N. Y. 


Mr. Rains. Do you have a written statement that would give the 
defects to the committee / 

Mr. Wispavuer. Yes, sir. I have a statement from 21 of 35 home 
owners. We were very short on time. We only had one day to pre- 
pare it. 

Mr. Rains. Is it FHA or VA? 

Mr. Wisspauer. VA approved, We have a lot of small items, but 
there are some items that are common in all the homes. We have 
very poor drainage. Cesspools collapse, and we feel that we bought 
new homes and we shouldn’t have to put money into repairs to start 
with. 

Mr. Rains. How long have you been in the homes? 

Mr. Wissaver. Since June of 1951. Some moved in previous to 
that, back as far as December of 1950. 

Mr. Rats. Speak a little louder, please. 

Who was the builder? 

Mr. Wispaver. Deecar Homes, Inc., of Lindenhurst. We brought 
these matters to the attention of Mr. De Rienzo, who is the president 
of Deecar Homes, and he completely disregards our complaints. I 
have contacted the VA employees and I have received no satisfaction 
Yrom them. We feel generally that we have not received the pro 
tection that VA approved imphes. 

Mr. Rains. You mean by way of inspection and so forth? 

Mr. Wispaver. That is right. These items were all present when 
we moved in. 

Mr. Rains. And have not been corrected ? 

Mr. Wissaver. They have not been corrected. I think a person 
doesn’t have to be a building inspector to notice them. The ceilings 
are all uneven. They are plasterboard ceilings and they are not put- 
tied properly or taped properly. In some instances the tape hangs 
down from the ceiling butted. 

The land was cleared and trenches were dug behind some of. the 
houses. The trees were knocked over and put in these trenches and 
covered over with sand. It results in a hazard to our children when 
they go out in the yard to play. We don’t know whether they are 
coming back right or not. 
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The concrete used on the stoops and walks and in the basement is 
cracking. If you do down the basement with a stiff broom, you can 
brush up the concrete. 

All the minor items I have listed in here, signed by various people 
in the project. 

Mr. Rains. Who was the lending institution ? 

Mr. Wissaver. The Dime Savings Bank of Brooklyn. 

Mr. Rains. You have given us the builder’s name? 

Mr. Wispauer. Deecar Homes. 

Mr. Rains. Any inspection made by VA? 

Mr. Wissaver. I moved in my house a month before closing. I 
did not see a VA inspector. I have no certificate of inspection. | 
don’t know of anyone that has that certificate of inspection. 

Mr. Rarns. If you will file that with the committee, we will be glad 
to check into it for you, and if you have any additional information 
that you would like to send to us, we would be delighted for you to 
do that. 

Mr. Wispaver. I would like to get some more statements from more 
of the people in the development. 

Mr. Rains. Furnish them to Mr. Greenwood, and he will supply 
them to us. 

Mr. Wispauer. Yes, sir. 

Mr. Rats. Thank you. 

The next witness is from Grumman Garden Village. 


STATEMENT OF MRS. ISABEL KELLY, HICKSVILLE, 
LONG ISLAND, N. Y. 


Mrs. Kerry. I have with me Jessie Goldschmidt, 745 South Oyster 
Bay Road, and Patrick Carney, 23 Berkshire Road. 

Mr. Rains. Do you represent an organization or a group in your 
development? 

Mrs. Ketty. Yes; we have a small group. Originally there were 
supposed to be 300 homes, but the builder stopped at 26. 

Mr. Rains. Are they veterans’ guaranteed homes or FHA? 

Mrs. Ketty. Some are FHA and some are VA. 

Our major problem is water in the cellar coming through the brick, 
ot leaks or cracks alone in the cellar. It is coming through the brick 
tself and going down the walls. It comes through the bedrooms, in 

behind the radiators. 

Mr. Gampair. You mean from the outside? 

Mr. Ketiy. That is right. Of course, we also have cracks in our 
cellar and around our windows, where they just patched up the win- 
dows. The water pours in there. You can catch it in buckets. 

Mr. Rains. You mean around the windows? 

Mrs. Ketiy. Yes, sir; around the windows to the cellars. In some 
cases, it is in some of the bedrooms. 

Mr. Rarns. When did you move in? 

Mrs. Ketiy. I am living there 2 years. Most of them are around 
2 years. 

Mr. Rarns. Is yours FHA or VA? 

Mrs. Kentiy. FHA. 

Mr. Ratns. Who was the builder ? 
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Mrs. Ketiy. The man that we know is Mr. Nathan Koslow. 

Mr. Ratns. Who is the lending institution ? 

Mrs. Ketity. Hamburg Savings Bank in Brooklyn. Christmas 
Eve we had to have a man come in and dig up our cesspool. Our lines 
caved in, the cesspool line that runs from the cellar to the cesspool. 
They told us it was due to faulty construction. They did not properly 
build the lines up. 

Mr. Rains. How long after you moved in these houses, did this 
deterioration start, or was it there when you moved in? 

Mrs. Keniy. Well, no. We didn’t notice the water in the cellars 
for a short time after. 

Mr. Rains. About how long a time ? 

Mrs. Ketiy. Well, maybe a few months, until the first real rains. 

Mr. Rains. Within the first year anyway ? 

Mrs. Keitiy. Yes, sir. We have been after our builder ever since 
we moved in. 

Mr. Rains. Have you been able to get any concessions or help from 
him 4 

Mrs. Keniry. No. He sent around different men to look the situa 
tion over, and he has talked about it, but he never really was serious 
about doing anything about. it. 

Mr. Rains. Is he building any other projects under the VA or 
FHA ¢ 

Mrs. Ketiy. Not that we know of. 

Mr. Rains. Well, was he a local builder ? 

Mrs. Ketty. No. The man that was contracting with him was Mr. 
Gainocola—Michael Gainocola, from the Ridgelawn Realty Co. i 
Brooklyn. As far as we know, he is no longer connected with the 
development. In fact, there is nothing. 

Mr. Rarns. They built it and turned it loose ? 

Mrs. Keviy. That is right. 

Mr. Rains. Have vou had any response to requests for inspections 
or look-overs from the FHA or VA ¢ 

Mrs. Ketiy. I wrote a letter to the bank myself, as well as several 
of these other people, and we had a man come out from the bank only. 
He looked the situation over and nothing has been done about it. 
Several people have written letters to the FHA. [can send the letters 
to you. I don't have them with me. They say there is nothing they 
can do. As far as they are concerned, the homes are out of their 
hands, 

Mr. Ratns. Of course, they guarantee only the payments on the 
mortgages, that is true. 

Mrs. Keiiy. As far as we know, we don’t know when the homes 
were ever inspected. After I was in about 3 or 4 months, a man came 
to inspect it, but Thad already been in and taken title. 

Mr. Rains. But he did come and inspect it? Was it in good con. 
dition at that time ¢ 

Mrs. Kenriy. At that time I gave him my complaints. He said we 
should consider ourselves lucky, after hearing other complaints. That 
is all the satisfaction I got. 

Mr. Rains. In other words, he said you were in better shape than 
many more. 

Mrs. Keniy. He didn’t go up in the attic at all. He just looked 
around and that was all. 
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Mr. Rains. You would say it was a very casual inspection ? 

Mrs. Ketxiy. Yes, sir. 

Mr. Rartns. Do you know his name? 

Mrs. Ketty. No. 

Mr. Rains. Did he show you credentials from the FHA ? 

Mr. Kexty. No, sir, I don’t know that. He said he came to make a 
final inspection. 

Mr. Rains. Was he the town inspector / 

Mrs. Ketry. No, sir. 

Mr. Rarns. Do you know him? 

Mrs. Ketiy. I am quite sure he wasn’t. 

Mr. Rarns. It is your opinion that he was from the VA or FHA‘ 

Mrs. Keity. That is right. 

Mr. Ratns. Do you have any list of the troubles that you have to 
file with the committee ? 

Mrs. Ketiy. I would like to get the rest of my information and 
send it in. 

Mr. Rains. Are you in Mr. Greenwood’s district ? 

Mrs. Ketiy. Yes, we are. We have some letters that we received 
from FHA that I would like to send along with it. 

Mr. Rains. Thank you very much for coming. 

Now we have some witnesses here that came from our colleague, 
Mr. Hall’s district. I talked with them this morning. Are they still 
here? Come right around and have a seat. 


STATEMENT OF MRS. SEYMOUR LEFF, WEST HEMPSTEAD, 
LONG ISLAND, N. Y. 


Mrs. Lerr. My full name is Mrs. Seymour Leff, 606 David Street, 
West Hempstead, Long Island, and I have with me my husband, Sey- 
mour Leff. 

Mr. Chairman and Members of Congress: I am here as a representa- 
tive of the Elmwood Garden Civie Association. This organization 
comprises a group of 50 one-family homes located in Nassau County, 
in the township of Hempstead, and school district No. 17 of Franklin 
Square. 

The problem that we bring to you today is that the Williamsburg 
Savings Bank of Brooklyn, N. Y., which holds the mortgages for 
our homes and which the FHA and VA approved, has made a serious 
error in estimating the cost of running the house. 

When we signed contracts for our homes, we were told by the builder, 
Seymour Sadkin, of Suda Holding Corp., that our house, which went 
on the market for $12,990 and for which my husband and I paid 
$13,250, would cost between $76 and $77 a month to run on a 30-year 
GI mortgage of $12,600. 

Mr. Rains. When you say “run,” you mean the payments on the 
mortgage ¢ 

Mrs. Lerr. Yes; to the bank. When we took title to our house, 
several months later, we were told by the attorney for the Williams- 
burg Savings Bank that the carrying charges based on this mortgage 
would be $80, 07 per month. Of that total, $19 was to be set aside for 
axes; $8 per month was for town taxes; $8 per month for school taxes ; 
and $2 per month for water taxes. 
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The attorney explained to us at that time that although it was 
only an estimated tax, it was bank practice and it had FHA and VA 
knowledge that the bank made it a practice to estimate taxes in excess 
of actual needs, so that there would always be an escrow fund on hand. 

Gentlemen, we now find that the picture is completely different. 
When one of our neighbors telephone the bank’s mortgage department 
about a GI matter, he was told that taxes were going up and he shortly 
received a bill in which the bank bills him for $95 in deficit taxes. 
| have that bill to show you. 

The bank to this date has not taken the time to issue any statement 
of explanation to the rest of us. When we questioned the bank’s 
mortgage department about their error, we were told that the bank 
was merely interested in collecting taxes for the first year. 

It did not feel that we had a just complaint in criticising their 
inability to estimate taxes correctly. The representative further 
added that not only ourselves, but 10,000 other mortgages which the 
Williamsburg Savings Bank now holds will be similarly affected by 
this incorrect tax appraisal. 

These are the facts: Taxes will now be $26.50 per month, not $16 
per month, as we were originally told. It is true that taxes in Nassua 
County are not raised by 6314 percent in 1 year. It is a fact that the 
Williamsburg Savings Bank, in business for over 100 years, has had 
considerable experience in estimating mortgages and should have done 
a better job. We have these questions for you. 

Why did the bank make this error? Did the bank accept the build- 
er’s estimate of the evaluation of the house without evaluating it 
themselves ? 

Was the bank solely concerned with selling an attractive package / 

Our house is a modest house of sheet rock wall construction, inferior 
carpentry and an inadequate hot water system. The people who own 
these homes are of modest. means for the most part. The additional 
payment of $10.50 per month is more than many can afford. 

Had they been given the true picture of the future at the time, as 
they should have received, many would not have undertaken this 
inancial obligation. 

The attitude of the Williamsburg Bank regarding our complaints 
bout inadequate hot water has been equally uncooperative. We have 
u single-pipe hot water heating plant which provides both the heat 
and hot water for the house. Although the heating system is ade- 
quate, the hot water supply does not meet minimal family washing and 
bathing needs. 

One of our neighbors asked a heating engineer to analyze our heat- 
ing plant. He was told by this engineer that the builder had provided 
the barest minimum, that to meet ordin: ary family needs, the heating 
system should provide five gallons of hot water per minute, instead of 
the three it now provides. 

Gentlemen, we do not expect to receive $25,000 worth of value for 
our purchase price of $13,250. We do feel, however, that it was the 
business of the bank to approximate as nearly as possible the value of 
the houses. In checking with people in our area who own similar types 
of housing, we have found that their banks have been able to estimate 
taxes correctly, and have given them an honest picture. 

ur question to you today is: What’s wrong / 
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Mr. Rains. Well, that is a good statement. Of course, we can’t run 
the Williamsburg bank. I think that the Williamsburg bank should 
be checked by the FHA as an adequate lending authority. The FHA 
can determine whether or not it will insure loans by a certain lending 
authority. For that reason, we will take your statement and put it 
in the file and ask that the matter be checked. 

Of course, you realize that once you have entered into a contract, if 
is between a private institution and you, and not the Federal Govern- 
ment. 

Mrs. Lerr. But I remember at the closing, or before the closing, at 
the time of signing the contract, we were told that the income needed 
to carry the house was $85 a week. 

Mr. Greenwoop. May I ask what date that was? 

Mrs. Lerr. Well, we signed the contract at the end of August. I] 
think it was one of the last days of August of 1950, and we moved 
into our house—— 

Mr. Lerr. We took title in the month of March 1951. 

Mrs. Lerr. At the time of contract, which was in August, we were 
told that $85 per week was the income required by FHA and VA 
financing agents to carry the house. With this difference in taxes, 
many of our people, some of whom work for Government agencies 
like the post office, will not be able to carry the houses. 

Mr. Coie. I do think this is the type of case that we can look into, 
as you suggested, as to the qualification of the lender. 

Mr. Rains. I think so. Thank you very much. 

Mrs. Lerr. ‘Thank you. 

Mr. Ratns. I understand we have another group that has a project 
that is to be represented, William Larregui. 


STATEMENT OF WILLIAM J. LARREGUI, AMITYVILLE, 
LONG ISLAND, N. Y. 


Mr. Larrecur. I have with me Mrs. Cynthia Brewster, 8 Emerald 
Road North, and Christina Finerson, 5 Ember Lane North, Amity 
ville, Lone Island. : 

Mr. Rains. You may proceed. 

Mr. Larrecut. Mr. Chairman, I represent the Ronek Park Citizens 
Association, which is a civic organization organized within a develop- 
ment. ‘The development is unique in the sense that it is one of the very 
first interracial developments on Long Island, private interracial 
deve lopme nts. 

The development is FHA approved and VA approved. The price 
on the houses range from $6,990 to $8,400. 

Mr. Rarns. Are these VA or FHA? 

Mr. Larrecur. Both, sir. 

Mr. Rats. Go ahead. 

Mr. Larrecut. When the people first moved in, we were told by the 
builder, Mr. Thomas Romano, that we were to make lists of the vari- 
ous defects in the homes and that he would take steps to remedy these 
situations. 

However, these are some of the things which have gone on. It is 
indicative of m: iny of the houses, more than 50 percent of the houses, 
which I have been authorized by the group to come here and mention. 
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The floors are single floors. That is, they have one strip of ply- 
wood. They are not double floors. They are covered with asphalt 
tile. 

These tiles have cracked. The nails are coming up through the 
tiles in the floors, and around the edges of the houses, the only support 
that can be said to keep them down to the floor is the siding of the 
floor, Which is holding it there by pressure and nothing more. 

The roofs—the space between the chimney and the roofs, the inside 
of the house, is about a half inch, so that when it rains, most of the 
homes—there is always a flood of water going through. 

The entire wiring in the homes is defective, to a point that where 
you pull on a switch, the lighting flickers and if you don’t cateh it in 
time, she sparks and things shot out from the switch itself. 

There are no fire hydrants in the development, which we were told 
there would be. There are no street lights in the development. 

Mr. Rains. Is that inside a corporate municipality / 

Mr. Larrecut. We come under the township of Babylon. There 
are no street lights or fire hydrants. They are frame homes and in 
the event that a fire should oecur, we would have to wait until they 
would bring out the volunteer fire department from Amityville, which 
would take anywhere from 15 to 20 minutes after they got the volun- 
teer firemen to take care of the fire. Therefore, we live in constant 
hazard of a fire. Together with the defective lighting switches, you 
really take your life in your hands. 

The cesspools is one of the most common complaints in the develop- 
ment. From what we understand the cesspools should be laid in a bed 
of sand, to allow seepage. We have a situation this morning where 
this woman’s cesspool is laid in a bed of clay, which does not allow 
the water to seep through, but merely contains it. She told the 
builder of this situation last July. She got no relief. She wrote to 
Riverhead, to the health department. They came down and they in- 
spected it and they wrote a letter to the builder. The builder again 
said that he would do something about.it. Nothing was done. 

Around August, the end of August, the strench became unbearable. 
She was forced to uproot her family and leave. She left. She stayed 
away for about 2 or 3 months, and then came back, trying to fight 
this thing through because she cannot afford to maintain two sepa- 
rate dwellings. 

While it is true that when you read an ad in the paper which says 
there are going to be roads and various things, we have what is called 
an oil-dirt road. We have tried from the FHA to get specifications 
of what should go into the roads there. We have been unable to. 
We have found the FHA and the VA uncooperative on the situation. 

Without the shghtest bit of exaggeration, there are chuck holes in 
the road now where your car tire actually goes down about a foot, 
where you could actually ruin the spring of vour car or the front 
shock absorbers in your car if you go through that thing at 10 miles 
an hour. 

There was a representative of the Veterans’ Administration when 
we closed title. However, we feel that the FHA and the VA did not 
make adequate inspection of these homes. They did not make any 
sort of inspection because the untrained eye, a lay eve, can look at 
the type of home you have there and actually see that the doors don’t 
fit: that the concrete in front of your house is cracking and buckling: 
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that the grading of the entire street, whenever there is rain—we hav: 
a 3-foot crawl space, no cellar; the thing actually backs up and goe: 
right down into your crawl space. 

As I mentioned before, no specifications were available and thi 
people bought on the strength of a model home. On the strength ot 
that, there were no homes built. We merely went down to a chart. 
picked out a plot and when you came back, these things were approved 
in June of 1951. We got final approval on it. The first families 
started to move in in late September. Immediately all of these com- 
plaints started coming in. . 

Realizing that there would be many complaints, the builder went 
around very cordially and asked the people to write down their com 
plaints and he would take care of them, but he has never done it. 

Mr. Rarns. Where does he live? 

Mr. Larrecut. He has his office in Islip. 

Mr. Gampsie. Do you know the address? 

Mr. Larrecut. His name is Thomas Romano. He is still building 
and putting up new houses as of today. His address is 670 Main 
Street, Islip, N. Y. 

One interesting thing about that is that we have a situation where 
a veteran sold his home. He has used up whatever allotment or what- 
ever loan guaranty, whatever they call it, in purchasing this house. 
If he should want to alleviate the situation, move out and get a decent 
home, he can’t do it because he doesn’t have the money. It is all 
gone. 

Mr. Rarns. That is the sad part of the picture. 

Mr. Larrecur. When we first moved in they told us the carrying 
charges would be around $44.64 a month. I am presently paying 
$49.85, almost $50. There are people paying as much as $70 a month 
on what was originally told them would be $44. 

That is due to a tax deficit. They did not estimate the taxes rightly. 
In December they sent us the bill and said, “Your deficit is some $70 
and change.” ‘They gave us afew months to pay it. Well, most of us 
at that time didn’t have the money. Then they delayed it and gave 
us a few more months. It isn’t the first time that we have had to pay 
taxes like that. They told us definitely when we moved in we would 
have to go to a certain sum. 

One of our neighbors had the house insulated due the fact that it 
wasn’t insulated properly. When we did have the insulation blown 
in, his wall buckled. When he spoke to the builder, he said, “What 
do you want, blood for nothing?” We speak to him about it. They 
say we go about it in the wrong way. Whatever remark we make 
to him concerning the houses, he says, if I didn’t put it in writing, it 
can’t be done. We don’t have any place to go in the event something 
happens to these homes. We paid out all our money. We have no 
other resource. 

The heating ducts are not insulated. If you have children, you 
have to keep your thermostat going all day. We have a lot of prob- 
lems down there. We speak to them about it with very little response. 
Mr. Greenwoop. How many houses are there ? 

Mr. Larrecut. There are approximately 275 homes. 

Mr. Gampie. All occupied ? 

Mr. Larrecut. Well, 250 were occupied, and they are just putting up 
new string of 25 and then he will be putting up more. 
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Mr. GamBie. Those are both VA and FHA? 

Mr. Larrecur. Yes, VA and FHA approved. In the event that we 
don’t get this thing straightened out, the conditions being what they 
are, the possibilities of us moving to various places on Long Island 
are very, very limited. 

Mr. Greenwoop. I will point out that this question of taxes could 
not be foreseen by the builder because 3 days after the election the 
county tax was raised 55 percent in that area, if I remember right. Is 
there anyone here who can verify that ? 

(Discussion off the record.) 

Mr. Larrecut. The bank that holds our mortgage is also the Wil- 
liamsburg Savings Bank. 

Mr. Rarns. We will check into that for you. 

Mr. Larrecur. I will submit a more complete written statement. 

Mr. Rains. You have the privilege of submitting a complete and 
detailed statement. 

Thank you for coming. 

Mr. O. J. Hartwig, of the Home Builders Institute on Long Island, 
has our permission to file a statement for the Board. We will appre- 
ciate it if you will. 

(The statement referred to above is as follows:) 


STATEMENT FILED ry LONG ISLAND Home Burupers INSTITUTE 


FEBRUARY 25, 1952. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Banking and Currency Committee, Washington, D. C. 

My Dear CONGRESSMAN RaAINs: In accordance with the permission granted at 
your committee’s hearing in Bay Shore, Long Island, February 15, to file a 
written statement for the information and consideration of the committee, I 
submit the following: 

My name is Otto J. Hartwig, residing in Hempstead, Long Island, N. Y. I am 
the executive vice president of the Long Island Home Builders institute, Inc., 
with offices located at 570 Fulton Avenue, Hempstead, N. Y. 

The institute, affiliated with the National Association of Home Builders, has 
a membership of about 950, of which 350 are active builder members engaged in 
the construction of housing, both multiple-family and one-family homes, in the 
Boroughs of Brooklyn and Queens (in New York City) and the counties of 
Nassau and Suffolk. This covers an area of about 1,400 square miles and a 
population in excess of 5,000,000. 

In the 5-year period, 1947 to 1951, inclusive, there were constructed in the 
4 counties of Long Island 215,700 housing units, both for rent and for sale, accom- 
modating an estimated 650,000 persons. 


RESPECTING CURRENT COMPLAINTS 


During the past 5 years I have had occasion to collaborate closely with numer- 
ous Long Island builders in advising them as to the handling of complaints of 
new home buyers. From this experience certain definite conclusions have been 
reached and specific recommendations made to builders, as follows: 

1. No complaint should be ignored; attention to complaints should be given 
as promptly as possible. Where the complaint is justified and the builder 
responsible, the quickest possible action should be taken to correct the subject 
of the complaint. Where the complaint is not justified or where the builder is 
not responsible or it is a matter of owner maintenance, the facts and reasons 
should be recorded with the owner. 

Time has shown that many complaints arise out of misunderstanding as to 
where the builder's responsibility begins and ends and where the owner’s respon- 
sibility in maintenance of the new home begins. Unfortunately, too many new 
home owners, never having previously lived in a home of their own, retain the 
viewpoint of « tenant and persist in the belief that the builder’s responsibility 
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continues even into items that are obviously matters of owner maintenance. 
On the other hand, builders have not always made those facts adequately clear 
and resulting irritations have tended to magnify complaints. 

As one effort at correction in this direction, our organization, about 3 years ago, 
published a booklet, Important Information About Your New Home, a copy of 
which is attached to this statement. It was provided free of cost to our builder 
members, with the recommendation that it be given to new home buyers at the 
time of title closing. Many thousands of copies have since been distributed. 
Its effective value has been proved through specific tests—in the case of a builder 
with 100 title closings in 1 month, 50 buyers were furnished with the booklet; the 
other 50 did not receive it. Following months disclosed that far more complaints 
were received from those who did not receive the booklet than from those who did 
receive it. 

2. We advised builders never to deal with group or mass complaints, but to 
insist that each complaining home owner put his own complaints in writing to 
the builder. This for the following reasons: 

When the individual form of complaint is required usually about 50 percent 
of the complaints never materialize. In many property owner groups there are 
usually one or several articulate leaders who, having a complaint of their own 
Which they believe is not being satistied as quickly as they would like, circulate 
petitions, post announcements, and make house-to-house calls, thus arousing 
others to dissatisfactions that did not exist in fact. In many cases a query to 
some of the signers who had not previously complained to the builder, disclosed 
that they had signed because “He is my next-door neighbor,” “We play bridge 
with him,” “I ride in on the train with him every day,” ete. 

A recent example in point is the case of a petition in respect to heating com- 
plaints, addressed to the builders of the project, but sent to the New York FHA, 
with a copy to my office. It was thoroughly investigated by me from the builder’s 
own well-kept, detailed records and disclosed : 

(a) A week after the date of the complaint, the builder had not yet received it; 
the first time he saw it was in my office. 

(b) Of the 29 signatories to the complaint, only 11 had ever complained to 
him over a period of many months.. 

(c) A large mimeographed circular listing a variety of possible complaints, 
suggesting action by home owners, had been distributed to owners. 

(d@) The usual number of disclosures that many signed due to the “neighbor” 
factor stated above. 

(¢) An investigation of one complaint where the heating plant was found to 
he operating satisfactorily, which was admitted by the owner, who stated, how- 
ever, “that he was afraid of what might happen if it got real cold.” When this 
owner was informed that only two complaints had been received in the entire 
development of 130 houses, he stated, before witnesses, that “he would make sure 
there would be many more in the future.” 

(f) A qualified heating engineer who inspected many of the houses, including 
repeated visits, reported that the heating installation was adequate and proper 
in all respects to maintain 70° F. indoor temperature down to and including 0 
K, outside temperature. 

Another complaint recently brought to my attention, claimed that the owner 
was constantly bailing water from the basement, and that the oil burner stopped 
periodically due to the alleged water condition. An investigation disclosed 
that, at the request of the owner's own attorney, he, the attorney for the builder, 
and the builder, inspected the basement fhe day following an all-day heavy down 
pour and found no evidence of “seepage, infiltration, or dampness.” <A check with 
the oil burner company servicing the burner revealed that, aside from minor 
service and adjustment calls, it had never been called for burner stoppage, and 
that there was no evidence that the burner had gone out of order due to water 

conditions. 

The point of these few examples is not to deny that there are complaints that 
are justified; that in some regrettably few cases builders have permitted them- 
selves to ignore, or inadequately satisfy, such complaint. The examples do serve, 
however, to indicate that detailed and individual examination of all complaints, 
would prove that more than half of those recorded in group form do not exist in 
fact, and that a considerable portion of the remainder may well not be justified 
I submit that the investigation calls for a fair and balanced approach to the 
complaints registered at the hearing. I equally assert that it was abundantly 
evident at the hearing that such was the attitude of the committee. TI only regret 
that more of the builders involved could not have been heard. 
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In the groups heard at the hearing, the operations of four of our builder mem 
bers were involved. As respects these, I can assure the committee that thes 
would welcome, and cooperate in, the most searching and detailed investigation 
the committee might wish to make. There is plenty of record evidence that 
responsible builders have often gone far beyond their true obligations in the effort 
to clear up conditions which, in some cases are the result of what may be termed 
an “act of God”, and otherwise so close to it that exact definition is difficult. 


AS RESPECTS HEATING COMPLAINTS 


It is certain that every home buyer is entitled to heating equipment that will 
provide a minimum of 70° F. indoor down to 0° F. outside temperature. I submit, 
in this connection, the following information: 

Heating experts claim that the first vear of operation of a heating system in 
a new home is one that often results in unsatisfactory experiences, although the 
system may not beat fault. The reason is that numerous adjustments are usually 
necessary before the system operates to the individualized comfort of each family. 
New home owning families, with a number of children, often do not realize the 
effect on comfort, and heating costs, of doors being opened and shut many times 
a day during cold weather; the fact that some families like much cooler temper 
atures at night than others; that families with older folks need higher than nor 
mal temperatures; that the addition of clothes and dish washing machines adds 
substantially to fuel bills because of higher hot water needs. 


AS RESPECTS WATER CONDITIONS 


On Long Island, especially on the south shore, we have encountered a sub 
surface water condition that appears to be the most unusual in the history of 
the records maintained by the appropriate local agency. It is also one that 
appears to have been outside the expectations and calculations of local governing 
bodies, the FHA, the VA, and the builders and their engineers. 

Long Island's south shore has subsurface wells and water tables, most of 
which are part of the old New York City water system, and from which the city 
pumps water in years when the up-State reservoirs are excessively low. It is 
the general practice that a builder is required to build his basement level from 
2 to 3 feet above the normal high water level, and this is in accord with local 
agency, FHA, and VA regulations. 

The November 1950 hurricane suddenly raised the underground water tables by 
from 3 to 5 feet above the hitherto known normal. The condition was unex- 
pectedly aggravated in 1951 when the city of New York ceased pumping from 
its Long Island sources due to the fact that its up-State reservoirs wexe full to 
overflowing. 

None of this could have been anticipated by local agencies, FHA, VA, or the 
builders. Nonetheless, numerous builders, who could have maintained that they 
had built in accordance with all regulations and requirements and thus had 
no further responsibility, have gone back at their own expense to use the best 
possible means to alleviate the condition. 

We submit that this general condition is the result of an “act of God,” to 
some extent comparable to the excessive flood conditions that have lately 
plagued western sections of the Nation. We repeat, despite this faet, responsible 
builders have been doing their utmost, with the cooperation of FHA, VA. and 
local authorities, to find, and execute, the remedy for this unusual condition 
The solution is not one to be found easily nor quickly. 


AS RESPECTS FHA AND VA INSPECTIONS 


At the hearing in Bay Shore, the various complaining groups repeatedly stated 
that they had never seen an FHA or VA inspector on their jobs. We submit 
that it is most unlikely that they would see such inspectors. Both FHA and VA 
nspectors customarily complete their respective series of inspections prior to 
title closings and, unless a purchaser visited his home during construction and 
accidentally met an inspector, it is unlikely he would ever see one. 

As respects a cited case of an inspector known to have examined the house 
but “never examining the attie and roof,” it is submitted that such attic and roof 
examination may have been part of an earlier inspection 
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THE POSITION OF THE BUILDERS 


As stated above, our builders are more than willing, in fact desirous, to have 
the committee or its representatives make the most thorough investigation o! 
each individual complaint. To that end, and in the degree it is possible for us 
to do so, our organization would extend its fullest cooperation, as we have 
previously indicated to Congressmen Hall and Greenwood. We are convinced 
that such investigations will show a net result of less than one-half of 1 percent 
of all construction in the past 5 years involved in true and justifiable complaints. 

In the main, several of our builders have advised me that they would, in the 
case of persistently complaining owners, repurchase the property at the cost to the 
owner. In eases where this offer has been made, and some few have indicated a 
willingness to accept it, the acceptance has generally been coupled with a demand 
for a repurchase price of one to several thousands of dollars more than the 
purchase price. For most obvious reasons, this the builders have refused to do. 


ADDITIONAL INFORMATION LATELY RECEIVED 


At the February 18 hearing in Bay Shore, a complaint was filed with your 
committee respecting Phyllis Park Homes, Inc. This operation was constructed 
by substantially the same group of builders whose letter is referred to below in 
paragraph (c) (Parkdale Estates), an entirely separate operation. 

[ requested the builder to furnish me with a full report on the Phyllis Park 
Homes job, and there is attached hereto a photostatic copy of his report (exhibit 
LB). We submit that this is an example of our previous statement, namely, that 
many responsible builders often go far beyond their responsibilities in the effort 
to solve problems that are caused by conditions beyond their control, and that 
have been unexpected and unforeseeable by all agencies, builders, and engi 
neers. Added, detailed information that may be desired by your committee in 
this case, will be furnished quickly and full cooperation given to your investigat- 
ing staff. 


“MAN poa”’ 





BITES 





NEWS 








I believe the committee will be interested in attached communications, as 
follows: 

(a) The photograph’ of the presentation to builder Louis M. Barkan, of a 
commendatory plaque from a committee representing the purchasers of homes in 
his North Bellmore, Long Island, development (exhibit A). 

(b) The letter of the Hilltop Terrace Association, Albertson, Long Island, 
to Carillo, Wanes and Levin, builders of a 257-home development commending 
them on their handling of complaints (exhibit C). 

(c) The letter of Parkdale Estates, builders K. S. K. Ranch Homes Corp.., 
showing that the builders, voluntarily, and at a cost of $37,000, installed 264 
new cesspools larger than the original ones, although the first were built in 
accord with VA specifications and health department. and Babylon Township 
requirements, and the builder had no responsibility to do anything further 
(exhibit D). 

In conclusion, may I state that we fully appreciate the tremendously important, 
though difficult and involved, responsibility of your committee, and that it is the 
desire of our organization to weed out, wherever they exist, the relatively small 
number of builders who do not adequately assume their logical responsibilities. 
In all fairness to the by far great majority of responsible builders we seek to 
avoid injustice or severe hardship to such responsible builders due to the acts 
of a few. To that end, we will be glad to furnish you with such added informa 
tion you may desire, and to cooperate fully in any further investigations the 
committee may wish to undertake in Long Island. 

We thank you for this opportunity to furnish information and to express our 
thoughts. z 

Respectfully submitted. 


O. J. Hartwie, Brecutive Vice President. 





1 Not printed. 
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EXHIBIT A 


“WELL DONE,”” HOME BUYERS TELL LONG ISLAND BUILDER BARKAN 


On January 15, one of Long Island’s larger development builders was tendered 
a testimonial dinner at the Waldorf Astoria Hotel in New York City. The dinner 
was sponsored by the purchasers of Louis M. Barkan’s Catalina Ranch Homes 
Development in North Bellmore. We are proud to relate that Lou was pre 
sented with a plaque which read: “To Louis M. Barkan, builder: In appreciation 
of his unusually sympathetic understanding of the problems of new home buyers 
and his willingness to serve their interests beyond what is normally expected or 
required, this plaque is gratefully presented by the purchasers of Catalina Ranch 
Homes, North Bellmore, Long Island.” 


Exuipir B 


PHYLLIS PARK HoMEs, INC., 
Bay Shore, N. Y., February 20, 1982. 
Mr. Orro Hartwica, 
Kevecutive Vice President, Long Island Home Builders Institute, In 
570 Fulton Avenue, Hempstead, N. Y. 

DEAR Str: We wish to state the following facts concerning the Phyllis Park 
development built by us in 1950-51. 

We opened the model house to the public in May 1950 at a sales price of $8,390 
for a three-bedroom, crawl-space house. It was felt that though at this sales 
price we would realize a much lower unit profit than is usual, it would result 
in rapid sales and enable us to establish ourselves as large-scale builders in 
the small-home field. The development was sold out in a few weeks after open- 
ing, proving the excellent value we offered. 

During the course of construction, material costs rose sharply; Dow-Jones 
figures for this period show an increase in excess of 10 percent. A cost analysis 
at this point indicated that we would be fortunate to have the development realize 
a break-even figure. In spite of this information, we felt that we should honor 
our purchasers’ contracts, and continued completing and conveying titles to these 
purchasers. 

At a point at the southerly end of the job we encountered soil conditions 
that we felt required further engineering study. An outside firm of professional 
engineers was employed to study these soil conditions and they recommended 
spread footings reinforced with steel rods. 

Letters and drawings showing these suggested changes were sent to the Vet- 
erans’ Administration, the Dime Savings Bank, and the building department 
of the town of Hempstead. These agencies commended us for our foresight 
and attention in this matter and gave their immediate approval of these changes. 

As a further result of these soil conditions, the Department of Sanitation, 
soard of Health, of the County of Nassau required three individual inspections 
on each septic-tank installation. 

They further required that where a muck or bog condition was encountered, 
the muck or bog be removed and the septic tank and tile fields be filled to a depth 
of 3 feet below the tile fields with sand and gravel. Though this was a very ex 
pensive operation, we complied fully with the board of health’s requirements. 

In November of 1950 Long Island was subjected to a storm of hurricane in- 
tensity. As a result of this storm, the water levels in the region of our develop 
ment were raised approximately 5 feet above mean high water table, causing 
water to enter many crawl spaces to a depth ranging from one-half inch to 
14 inches. 

We decided that though this condition was a result of the storm, it should be 
considered an act of God and that alleviating these conditions would entail a 
great deal of expense, we would make the necessary correction in order to main 
tain a reputation in the field. 

In February or March of 1951 the Veterans’ Administration decided that they 
would not issue any more certificates of reasonable value or make any more third 
inspections until the problems caused by the rise in the water-table were ad 
justed, to the satisfaction of the Veterans’ Administration Construction Depart 
ment. This stand was taken in spite of the fact that the Veterans’ Administration 
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had inspected and approved all construction to this point. The Veterans’ Admin- 
istration decided to inspect each crawl space on three individual inspections, 
said inspections were made approximately 3 weeks apart. 

Though we felt that the Veterans’ Administration’s stand was exceedingly 
harsh in this matter, we cooperated in every Way possible. We again engaged 
outside professional engineering services and complied with recommendations 
made to alleviate dampness in the crawl spaces. The grade was raised in each 
crawl space by filling with washed sand and gravel. Raising the crawl space 
vrade necessitated raising the boilers above the new grade. 

About August 1251 the majority of the houses had been occupied for 1 year, 
faulty conditions had been corrected and the purchasers appeared satisfied with 
the corrections made. At this time approximately 20 septic tanks began to show 
faulty operation. Though these septic tanks had been installed under the strin- 
gent requirements of the board of health and had been inspected and approved by 
the board of health, no one would accept responsibility for the faulty operation. 
Rather than have the veteran, whom we felt could not afford the necessary 
repairs, we authorized the expenditure of additional sums of money to remove 
these leach fields. We found the cause of failure to be a layer of clay approxi 
mately 2 feet below the sand and gravel we installed at the direction of the 
Board of Health of the county of Nassau. 

Though we have spent an amount of money in excess of $50,000, we are still 
maintaining our policy of alleviating conditions that are a result of faulty 
construction 

We are, however, unable to continue maintaining the repairing conditions 
that arise as a result of poor maintenance and/or improper use. 

In conclusion we Wish to again point out 

Where the possibility of poor soil conditions became apparent, we notified the 
Veterans’ Administration, the bank and the building department before we pro- 
ceeded with construction. 

Where failures in septic tanks have occurred, despite the fact that all govern 
ing agencies or departments had approved installations; and the systems were 
in use for periods uy to 16 months, we nevertheless rebuilt those that failed at 
our own expense. 

It might be further noted that at approximately the same time the septic 
tanks failed the civic association was formed. We met with the association's 
attorney and received from him a list of Complaints. All justifiable complaints 
were adjusted Approximately 8 months ago we again met with the associa- 
tion’s attorney and at that time all justifiable complaints had been adjusted to 
his satisfaction. 

Very truly yours, 

















PHYLLIS PARK HoMss, INC., 
MARTIN KAN] 
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MAN BITES DOG rHIS IS NEWS 





Hittrop TERRACE ASSOCIATION, 
Albertson, N. Y., December 22, 1951. 
Messrs. CARILLO, WANES AND LEVIN, 
HILusipeE TERRACE, INC., 
Hicksville, Long Island. 

GENTLEMEN : The executive committee of the Hilltop Terrace Association, Inc., 
of Albertson wishes to take this opportunity of expressing the appreciation of its 
members for the excellent homes that you have built and for the help and coop- 
eration that you as builders of the 257-home development in which we have 
bought homes since April 1950, have given us from time to time. 

We realize that in all new large-scale home development a certain number of 
more or less minor Complaints always arise regarding the performance of indi- 
vidual homes. In the case of your project at Albertson, such complaints were 
remarkably few in number and they have always been adjusted to the satisfaction 
of the resident concerned. 
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In these days of frequent sharp criticism of the home-building industry, we 
believe it is only just that we should point out to your firm that your policies 
have left an especially pleasant feeling in the minds of members of our association. 

With best wishes for your continued success, we are, 

Yours very truly, 
Rosert A. Goucu, President 


IexHinir DD 


PARKDALE ESTATES, 
K. S. Kh. RANCH HOMES CorpP., 
Bay Shore, N. Y., November 19, 1951. 
The DIME SAVINGS BANK, 
Brooklyn, N. Y. 
(Attention of Mr. Thomas Keegan.) 

Deak Mr. KEEGAN: Although our cesspools in the Parkdale job were built 
according to VA specifications and also in conformance with the health depart- 
ment and town of Babylon requirements, we found that hooking the washing 
machine to same created a terrific burden and caused the cesspools to fill too 
rapidly. 

In many cases we were called upon to pump out the cesspools at an early 
date and we found that considerable soil had washed in, thereby further reducing 
the cubie content of same. 

If all the rear yards had been seeded, we feel that the problem of dirt washing 
into the pools would definitely have been eliminated, and to bear this out, we 
have not had one complaint from the 16 or 17 purchasers who did seed their 
rear yards themselves when they moved in. However, inasmuch as it is our 
desire to maintain a perfect record and good reputation with all those con 
cerned, we have scheduled an installation of 264 new cesspools larger than the 
original ones, and these will be hooked up to the original ones as an overflow. 

We feel certain that this will eliminate any future trouble, and although this 
situation has not been brought to your attention, the reason for that is we, 
without pressure from anyone, decided to do this, 

Very truly yours, 
K. S. K. RANCH HoMeEs Corp., 
ARTHUR H. SPIEGEL, President. 


Is Mr. Sheweow here / 

(No response. ) 

Mr. Rains. We want to express our appreciation for the attention 
you have given. We want to assure everybody interested we are going 
to try to do our best to get to the bottom of this situation. 

The committee will stand adjourned to meet next in Washington. 

(Whereupon, at 4:55 p. m., an adjournment was taken without 
date. ) 

(The following matter was submitted for inclusion in the record :) 


SoOcIETY OF RESIDENTIAL APPRAISERS—CODE OF ETHICS 


PREAMBLE 


The relationship between the individuals of any group engaged in the same line 
of endeavor, and between the group as a whole and the public, can best be 
established by strict adherence to certain basic principles by the members of 
the group. Such principles, commonly known as ethics, are the self-imposed 
rules of conduct which express the ideals of the group. 

The establishment of such principles is desirable regardless of the nature 
of the endeavor. It is necessary in those lines of endeavor which are Classified 
as professional in character. Appraising, because of the nature of the work, is 
professional in character, so the establishment of certain principles to which 
those engaged in appraising should adhere is not only desirable, but necessary 
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I, DEFINITIONS 


(a) Property: All rights to the future benefits arising from ownership. 

(b) Value: The present worth of all future benefits. 

(c) Residential property: A building whose principal use is the provision of 
dwelling units for no more than four families. 

(d) Appraisals: An estimate of value based upon an individual’s best judg- 
ment and reasoning as a result of his experience and his study of a particular 
property upon which the estimate of value is made. 


2. FEES 


It is unethical for an appraiser— 

(a) To accept an order to appraise a property if his employment or fee is con- 
tingent upon his supporting a predetermined conclusion. 

(6) To make his compensation contingent upon the amount of damages which 
imay be decreed by the court deciding the issues from the exercise of the rights 
of eminent domain, or other similar issues. 


8. APPRAISAL REPORTS 


It is unethical for an appraiser to omit any of the following from his 
appraisal report: 

(a) A complete description of the property appraised. 

(b) A statement of any special assumptions upon which his appraisal has been 
based, for example: (1) The completion of projected public of private improve- 
ments; or (2) the validity of legal, engineering, or auditing opinion used if he 
has reason to doubt them. 

(c) The date at which the value obtains. 

(d) The amount of the value. 

(e) A statement of any present or contemplated future interest in the prop- 
erty appraised if the appraiser has such interest. 


4. PROFESSIONAL PRACTICE 


It is unethical for an appraiser— 

(a) To conduct himself in any manner which will prejudice his professional 
status or the reputation of any appraisal organization with which he is connected. 

(b) To use the advantages of a salaried position to compete unfairly with 
other appraisers. 

(c) To injure falsely or maliciously, directly or indirectly, the professional 
reputation, prospects, or bwsiness of any other appraiser. 

(d) To attempt to supplant another appraiser after definite steps have been 
taken toward the employment of the appraiser. 

(ce) To compete with another appraiser on the basis of professional charges 
by reducing his usual charge, and in this manner attempting to underbid after 
having been informed of the charges named by another appraiser. 

(f) To reveal in any way, before he has been permitted to do so by his 
client or by due process of law, that he has been employed to make an appraisal 
or after making the appraisal to disclose any of the conclusions at which he 
has arrived. 

(g) To issue a separate appraisal report when another appraiser assigned 
to appraise the same property has had a part in the formulation of the opinion 
on value. 

Adopted by the board of governors, July 23, 1945, Chicago. 


x 





